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PREFACE 



A FOBTiON of this work conaiata of a series 
of articles recently contributed to BlachvootTs 
Magazine. The articles have been reTised and 
re-cast, in order to obtain the symmetry requisite 
in a book. And in order to give completeness 
to the work, the concluding portion of the essay 
on the Economy of Capital (as originally pub- 
lished) has been withdrawn ; and in lieu there 
is given a new chapter, on the Bank of England, 
— containing a full ejcposition of our Monetary 
System, and of the reforms which are reqiusite 
in order to bring it into harmony with the 
spirit of the age, and the requirements of the 
community. 

The immediate cause of publication is the 
desire that has been expressed in many quarters 
for a reprint of those articles — particularly the 
" Economy of Capital" and the " City of Gold." 
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Tiii PSSFACE. 

The subject of which this volume treats, haa 
long, beeu to me an interesting study ; and, as 
a journalist^ I have had a good opportunity 
of collecting facta, and of forming my opinions, 
from a watchful observation of the course of 
events during the last fifbeen years. 

Rap. 

Lonxw, Noember 3, ISM. 
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ECONOMY OF CAPITAL 



THOUGHTS ON GOLD 

In the spring of 1854 tbere was discovered in Aus- 
tralia one of the ricliest " placers," or gold-beds, even 
of that most auiiferoas conntry. The spot was a 
deep ravine, formed by the Backland Eiver, enclosed 
by steep monntain-sides which excluded every breath 
of Triad. It was autumn in Australia, though aprii^; 
here. The aii in the ravine was stagnant, and the 
scorching sun made it intensely hot daring the day, 
while at night the temperature fell to a piercing cold; 
so that the sojourners in the ravine were alternately 
in an oven and an ice-house. Moreover, aa the gold- 
beds lay in the channel of the river, the miners 
worked up to their waists in water. To this gold- 
field of surpassing richness hundreds of adventurers ' 
flocked in feverish haste ; but disease, like the fabled 
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2 THOUGHTS ON GOLD. 

dragons and griEEna of old, kept horrid aentry over 
the buried treasures. A peculiar fever, of the ty- 
phoid character, was the natural denizen of the spot ; 
heeides which, the gold-seekers suffered severely from 
eye-blight, owing to the concentrated blaze of the 
sunshine reflected from the steep sides of the ravine, 
and they were at all times grievously tormented by 
clouds of flies. Bad diet and want of vegetables 
aggravated the diseases natural to the place and to 
the kind of work. In the strangely interesting ac- 
counts which then reached us, we read of onions 
selling at six shillings a pound ; and cabbages, which 
we buy here for a penny, were so precious that they 
were cut up and sold by weight — fix)m half-a-crown 
to four shillings the pound being readily paid for 
them. Physic, or what passed for it, rose in price in 
a still more startling manner — Holloway's pills selling 
at one shilling each, or a guinea per box ! It was a 
Vallqr of DeatL " Constitutions that had home the 
hardships of other fields broke down here," wrote an 
eyewitness of the scene ; " and hundreds have per- 
ished, dying unattended and unknown. The little levels 
between the stream and the base of the mountain- wall, 
for ten miles along the valley, are so thickly studded 
with graves that the river appears to run through a 
churchyard." One new-comer, wiser than the rest, 
having counted eleven corpses carried past his tent 
during the dinner-hour of his first working day, and 
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THOUGHTS OS GOLD. i 

thinking that even gold may be purchased too dearly, 
left the place instantiy. Many abandoned it after a 
somewhat longer triaL But the greater Dumber, fas- 
cinated by the unusnal richness of the gold-beds, re- 
mained in defiance of disease, and " took their chance," 
— with what result the numerous graves of the valley 
testify to this day. 

It waa a scene " to point a moral or adorn a tala" 
Had some wanderiug Spirit ftom another plauet looked 
down upon that valley of death, or upon the many 
other striking incidents of the gold-fever of the last 
fifteen years ; if he had seen men in myriads rushing 
across oceans and continents to the gold-fields of Cali- 
fornia and Australia, waste places in the uttermost 
parts of the earth ; if he had beheld tbem toiling in 
' the golches of the mountains amidst all manner of 
hardships and disease, beset with extremes of weather, 
exhausting work, exorbitant prices, and lawless society, 
— ^he must have said to himself, " Surely mankind have 
some mighty end in view, when so many myriads come 
here to toil and sufier with such feverish energy and 
extraordinary endurance." Yet the yellow substance 
which these crowds so eagerly seek after, what could 
it do for them ? They could not eat it or drink it, — it 
was neither food, medicine, nor clothing : it was simply 
a metal of unusual weight and ductility, and exhibiting 
a yellow lustre. And were this wandering Spirit to 
show a piece of the yellow metal to one of the natives 
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of the countty, and ask its use, the Bavage would tell 
him that it served to make rings for wearing in the 
nose and eais, or on other parte of the body, by way of 
ornament, but otherwise was of no accovmt, — it could 
neither head an axe for him nor point a spear. In 
fine, were this planetary Sage, following the track of 
the gold-ships, to proceed to Europe and the abodes of 
civilisation, to see what is made of the metal which 
men seek for with so great eagerness, he would find 
that the getting of it is so expensive that (unlike iron 
and lead) it is of no use in the necessary commodities 
of life, and only figures as a costly means of ornament 
and decomtion. He would find it, in fact — so far as 
the arts of life are conceined — closely allied in charac- 
ter to gems and precious stones, the exorbitant prices 
given for which show how much barbarism still lurks 
\mder the cloak of civilisation. 

But this inquiring Spirit would also see another side 
to the question. Were be to go into our banks, our 
marketplaces, our counting-houses, he would speedily 
comprehend the object for which we mortals seek gold, 
and prize it so much. If he were to visit the great 
monetaiy emporitun in Threadneedle Street, with its 
busy throng of cuetomera ceaselessly depositing or 
withdrawii^ the yellow metal, and thereafter were to 
watch for half an hour the gay crowds who go a-sbop- 
ping in B^ent Street, he woiild see that this metal is 
the recognised symbol of property into which we can 
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THOUGHTS as GOLD. 6 

convert onr wealth — whether it be of land, houses, or 
merchandiae — storing it tip in little space, and which 
we can reconvert into any kind of property at pleasure. 
He would see that by common consent nearly one- 
half of the entire civilised population of the earth take 
this view of the matter, and have made the yellow 
metal indispensable to them, by decreeing it to be the 
substance out of which shall be made the connters 
with which men buy and sell, and reckon up the gains 
of material existence. But what of the other half of 
the civilised world t Here the doabts of our planetary 
Sage would begin anew : for he would see that this 
enthroning of gold as a special and almost sacred metal 
is, after all, a purely arbitrary proceeding, and that 
civilised mankind are divided on this question into 
two rival and hostile camps. Six hundred millions of 
the human race (constituting fully two-tbitde of the 
civilised population of the globe), in China, India, 
and Japan, and in Asia generally, repudiate the 
peculiar value attached to the yellow metal by 
their Western brethren, and exalt a shining white 
metal into a like conventional importance. If gold 
reigns in the West, silver rules in the East. And what 
of that outer world, those regions beyond the pale of 
civilisation which still occupy so large a portion of the 
earth's surface ? There, among the uncivilised races of 
the world— in Africa, in parts of America, and among 
the multitudinous islands of the Pacific — ^we find that 
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6 THOUGHTS ON GOLD. 

the counters in which men condense their gains and 
cany on the commerce of life are little shells picked 
up on the sea-shore ; or else, that counters are dis- 
pensed with altogether, and trade is managed by 
simple barter. 

Barter is the fundamental basis of commercial 
transactions ; bullion is an accessory — most convenient, 
but very costly. In countries which have not the ad- 
vantage of wealth and civilisation, an ox is bartered 
for 80 many sheep, a gun for so many skins of the 
beaver or tusks of the elephant, &a. Sut, among weal- 
thy and civilised nations, the consumers have so many 
various wants, and, owing to the division of labour, 
each worker produces so little that is of use to himself, 
that simple barter becomes too cumbrous a process in 
wholesale transactions, and utterly impracticable in 
shopping, and other forms of retail business. Civil- 
isation, therefore, has to pay for tiie infinite luxuries 
of life and subdivision of labour, which are its boast 
and enjoyment, by introducing a class of objects — 
counters or " currency " — the only use of which is to 
facilitate the exchange of commodities in buying and 
selling ; and, secondarily, by representing valae in little 
bulk, to admit of the gains of life being reckoned and 
possessed in less cumbrous form than houses and land^ 
herds of cattle, or ships and merchandise. It is a form 
of wealth established for the purpose of representing 
all the other forms ; and which, almost worthless of 
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THODGHTB ON GOLD. 7 

itseU^ deiiveB its value &om the other kinds of pro- 
perty of which it is the acknowledged repiesentative. 
Gold and silvei are the articles which civilised man- 
kind have chosen as the prime materials out of which 
these counters of commerce and of life's gains shall be 
made. And in order to procure the material for these 
counters, hundreds of thousands of human beings pro- 
ceed to the uttermost parts of the earth, fflicamp in the 
wilderness, and suffer in an aggravated form hardships, 
privations, and death, — ^toiling, as in that valley of the 
Buckland Siver, in puNuit of the yellow dross iu 
which civilised man insists upon counting up his 
gains. The cost of the conveyance of these men to the 
distant gold-countries, the cost of their living in a 
region where everything is very dear, owing to the dis- 
tance from which it must be brought, and the extra 
profit which is needed before men will go so far and 
suffer so much — these constitute the price which 
civilisation pays for its money - cotmters. It is a 
heavy price : and each ounce of gold represents so 
much labour withdrawn bom agriculture and other 
industrial pursuits, which minister directly to the 
□ecessitiea and comforts of man kin d. 

It would be a curious inquiry to trace the mode in 
which gold, at first esteemed only for its ornamental 
qualities, was gradually invested with a wider value, 
until it came to be recognised as the most stable form 
of wealdi, as the most n^tiable of all kinds of pro- 
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8 THOUGHTS OH GOLD. 

peity. The world, ia its present temper, most have 
gold to cany on ita grand game of buying and selling, 
and of condensing its eTer-acctunolatiug wealth ; but 
it is well to remember the cost of this convenience. 
"When a farmer pnichases his neighbour's ox with half 
a score of his own sheep, ot when the English mer- 
chant exchanges his printed calicoes for the lice of 
Lidia, the sugar of Brazil, the tea of China, or the 
wool of Australia, he conducts hia business in a way 
whic^ for cheapness cannot be equalled. One useM 
commodity is given for another, — that is all. But in- 
troduce gold or silver money into the transaction, — 
elevate a barbaric ornament into a symbol of universal 
value, and consequently into a medium of purchase, — 
and then you have an artificial element introduced, 
and a very costly one. Gold is of itself an article of 
produce: it is obtained fiom the divings in the same 
way as coal is quarried, sugar grown, or calico mano- 
fectured — namely, at the expense of labour ; and the 
expense of labour is just the expense of the articles 
given in exchange for labour. And unlike most other 
commodities, this metal is intrinsically of little use to 
mankind; it is almost useless, save as money — as 
counters by which wealth is reckoned and purchases 
are made. A purchase by money is still a process of 
barter, but it is in an artificial form. It is no longer 
one useful article exchai^ed for another ; but an in- 
trinsically useless and most expensive article is kept 
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THOUaHTS OK GOLD. 9 

up by the public simply for the purpose of symbolising 
vealth, and of facilitating the transfer of the really 
useful commodities. 

Mankind have slid so insensibly into this state of 
thii^ — the canonisation of gold as a peculiar metal 
and iioiversal representative of property has taken 
place so gradoally, that the remarkable character of 
the &ct is little considered. Is it not a striking iact 
that mankind should hare ^reed among themselves, 
without any deliberation, and as if by instinct, that it 
was advantageous to have some medium ld which 
wealth could be accumulated in a condensed form — in 
a form widely acknowledged, and therefore negotiable; 
and that they shonld have selected for this purpose a 
material which, though prized in barbaric times as an 
ornament, intrinsically is almost worthless ; — that they 
should, without thinking, have established a means by 
which the wealth of eveiy one, or his claims upon the 
labour not only of his own community but of mankind 
at large, should be correctly represented — a means by 
which the relative wealth of eveiy one is measured 
and roistered, as it were, in the Domesday Book of 
Civilisation, and made available for the instant pur- 
chase of whatever he wants 1 

All the world is busy playii^ the game of life : men's 
natural talents are the cards in hand, and Money is the 
counters in which their gains are reckoned and their 
respective wealth embodied. Money serves the same 



ibyGoo^lc 



purpose in the stem game of life that couuters do in 
games of amusement — and no more. Money, as regards 
its material, is of as little nae to those who posBesa it as 
the bone or ivory or mother-of-pearl out of which are 
made the counters of the card-table. But what a differ- 
ence in the cost ! Men with infinite labour ransack the 
world for the rare material out of which they chiefly 
make their counters for the game of life ; whereas 
counters for the card-table can be made in a moment 
out of any material — ^paper, wood, leather — ^that comes 
firstto hand, and which the players agree amongstthem- 
selves to adopt Yet, after all, does not the value of 
all kinds of cotmters, whether they be made of gold, or 
bone, or paper, depend upon such an agreement ? And 
is it not probable that some day it will become a ques- 
tion whether we do not pay too dear a price for the 
convenience of money ; and that future generations, 
enjoying a more advanced civilisation, will look back 
with pity on our "barbarism" in wasting so much 
wealth for the mere purpose of roistering our wealth, 
and in employing euch an infinitude of labour upon 
what could be accomplished without any ? 

The European nations are in the van of the world — 
they are the chiefs of civilisation ; and if grand old 
Milton in his day spoke disdainfully of the pomp which 
delights in "harbaric pearl and gold," regarding it as 
a foible of the East, it is not to be thought that 
any sensible man of our time will ascribe the great 
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value of gold to ite mere attractivenesa as an ornament. 
Xtaabtless it was its fitness for ornamentation vhich 
first, in the world's infancy, led men to attach value to 
gold. But this cause of the value of gold has long ago 
become quite subsidiaty : indeed, its value is now main- 
tained only in consequence of the metal having acquired 
a new and greater lepute fiom an entirely different 
source. To have imparted a conventional value to an 
article for the sake of making it a medium of exchange, 
would have been very difficult in early times (though 
it was accomplished at Carthage), and quite impossible 
beyond the limits of a single community. Instinc- 
tively, therefore, and perhaps unconsciously. Civilisa- 
tion availed itself of the high value which earlier times 
bad attached to gold as an ornament, as a basis for 
giving to, that metal an equal value of a civilised 
and reaUy useful kind. Civilisation found that gold, 
from its wide acceptance or negotiability, its scarcity, 
portability, and divisibility, would make an excellent 
material for supplying counters for trade ; and these 
counters, of course, became thereafter condensed wealth 
— a convenient form in which wealth might be com- 
pactly stored and easily carried about. 

The great value, therefore, now aaoribed to gold, and 
which makes men seek for it all over the world, arises 
from the fact that it constitutes Money. 
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Bnr wha.t is Money ? Wliat is the characteristic of 
this something which imparts a peculiar value to gold, 
and which disperses civilised mankind into the wil- 
dernesses of the world to search for the yellow 
metal } Every one knows that money is a good thing 
to have, and that tiiere is no doing without it, — that 
it is used in hnying and selling, — that men get it by 
^ving for it labour or goods, and in exchange for it 
supply themselves with the comforts or luxuries of 
life. But what constitutes Money I Is money, like 
the pearl and the diamond, and some other prized 
articles, a thing which man must necessarily take &om 
the hand of Nature i Or can he not make it for him- 
self 1 And if so, what conditions are necessary for its 
production and circulation ? Of what substances can 
money he made 1 and how do these substances come 
to be recognised as symbols of value T 

The Currency of the world includes many kinds of 
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Money. Gold, silver, copper, iron, in coins, or by 
weight — stamped leather, stamped paper, wooden tal- 
lies — shells of various kinds — ^pieces of silk, oi stripa 
of cotton-cloth, of a fixed size and q^uality — are, or 
have been, all in use among mankind as forms of cur- 
rency, as convenient and negotiable forms or repreaeo- 
tatives of property. Many of these kinds of money 
are simnltaneously in use in the same country. Gold, 
silver, copper, and stamped paper coexist as different 
forms of money in the currency of Europe and Amer- 
ica; gold, silver, paper, copper, and shells, in India; sil- 
ver, copper, and pieces of silk, in China ; copper, cotton- 
strips, shells, and the silver dollar, in various parts of 
Afiica. Spariia had a currency of iron — Carthage of 
stamped leather, like our paper-money. There is ample 
variety in the substances out of which money is made, 
— ^metals, shells, cloth, leather, paper. Moreover, every 
cotmtiy shapes these substances, or such of them as it 
uses for currency, in a different form &om the others. 

What, then, is Money ? It is obvioos that we need 
not seek a definition in the intrinsic qualities of the 
substances out of which money is made ; for there is 
not a single intrinsic quality which is common to them 
all The generic quality which constitutes money is 
manifestly somethii^ extrinsic to those substances — 
some quality superimposed upon or attributed to them, 
or at least to the shape which they assume as currency. 

If En^ish merchants send out sovereigns to China, 
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the Cliiaese vill not receive these coins as money — 
nor any other kmd of gold coins. Gold is not money 
in the Celestial Empire : one-third of the human race 
(nearly one-half of the civilised population of the 
globe) there refuse to accept the yellow metal as 
currency. Even in India, where gold-coins have 
l)een in use &om the earliest times, the value of 
gold is greatly diminished owing simply to the iact 
that it is not recognised as money hy the Govern- 
ment* In like manner, if the Chinese or Hindoo 
merchant were to send payment of a large sum in his 
silver coins to* this coimtry, it would be extremely 
embarrassing to the English merchant Not only -vnH 
the coins not pass current in this country, but even as 
bullion they are of little use in making payments. If 
a man in this country seek to discharge a debt even in 
our own silver coins, the creditor is entitled to refuse 
payment in such a form. Silver is not money — is not 
a l^al tender — in this country, save to the extent of 
forty shillings. Above that amount, it is simply bul- 

* In December last, doruig the deartli of money ftt Calontto, mer- 
chaitta who took £20,000 in f^ld to the Bajik, could not get > amgle 
bank-note or rupee adviuiced upon it. The gold was c^ no nse to 
them oa money, nor could they get money in eichtuige for it. ' ' The 
price of gold in Cftlcntta," said the Bombay Timet of Januuy 29, 
1SG4, " Bunk early in this montii so law, that it could have been 
reAipped lo London at 3 per cent prqfiL" In other words, although 
gold is the itaadanl-money of Europe and America, and althoof^ 
it has been used for centoriea aa money in India, the mere fact of 
its not being a legal teudei in that conntry sufficed to leasen its 
Tolue to the ext«it of ^ per oent. 
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lion : it is no mote money than brass or tin or plati- 
nnm is. -Again, we lai^Ii when a semi-civilised people 
propose to pay as for our manufactures in sea-shells, 
or some other fona of non-metallic currency ; bat we 
find some of those people not less averse to receive 
our gold and silver coins which we regard as the per- 
fection of currency. They do not see the use of them. 
BarbarooB tribes will sell to us their produce for col- 
oured glaaa beads and suchlike valueless trinkets, in 
preference to money or other articles which in our 
estimation are infinitely more valnabla We see, then, 
that the substances which some civilised nations regard 
as the best^ if not as the only standard form of money, 
other nations, although civilified, refuse to acknow- 
ledge or accept as money at all. Moreover, even when 
different nations -aae the same substances as money, it 
sometimes happens that they differ widely in the rela- 
tive value which they attach to these substances. 

A lew years ego, when the trade with Japan was 
opened by Lord Elgin's mission, out merchants were 
surprised to find that the Japanese appraised gold and 
sQver very differently from us ; so that a sovereign, a 
napoleon, or any other piece of gold, whether in coin 
or as bullion, was esteemed by the Japanese equal to 
only about one-fourth of the quantity of silver which 
the same amoont of gold represents in Europe. A 
not less cuiious monetary &ct may be cited from 
China. Half-a-dozen kinds of silver coin are current 
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at Shanghai — five kinds of the dollar, and the Indian 
rupee ; hut a few years ago only one of these coins, 
the old Spanish Carolus dollar, was a legal tender. In 
consequence of this, although the intrinsic value of all 
- the dollars was nearly alike, the old Carolus dollar 
(which is becoming scarce) was worth 7s., whereas the 
others were barely worth Ss. A diffeience of 40 per 
cent ! The only reason for the preference was, that 
the Carolus dollar was the one which was best known 
to the Chinese merchants, and in which, accordingly, 
they had most confidence. This state of matters was 
remedied in the autumn of 1855, when, after duly 
assaying the different coins, the Chinese Superinten- 
dent of Customs published a proclamation informing 
the people of the true state of the case, and ordering 
that after a certain date all the six different coins 
should pass current, according to their respective in- 
trinsic values, which he announced. 

Such are some of the differences of value, and 
limitations of circulation, which Opinion, or Law 
as the expression of opinion, imposes upon the 
various forms of money. But the case is wider 
than this. The States of Europe have in some re- 
spects almost become a commonwealth, but the cur- 
rency of one State will not circulate in another. The 
li^ngHsh sovereign, indeed, is readily taken in payment 
in most parts of the Continent ; but it does not cir- 
culate — no more than napoleons will circulate in 
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England, They are strange to the people, who aie 
SQspicioTis of them, and (aa foreign coins are never a 
legal tender in any country) refuse to receive them aa 
money. Still more so is this the case with paper-money. 
Although the coins of one conntiy will not circulate in 
another, gold and silver are recognised as the raw ma- 
terial of money all over Europe and America, and are 
valued accordingly ; but paper-money, out of its own 
country, in many cases carries no value at alL Bank 
of England notes, indeed, which have the same prestige 
over other kinds of paper-money which the sovereign 
has over other coins, may he cashed without difficulty 
in Paris, Vienna, and other large cities, and at no 
greater charge than is made for converting sovereigns 
or half-crowns into French money. Indeed, as neither 
sovereigns nor Bank of England notes will circulate 
abroad, and have to he sent back to England before 
the foreign holder receives value for them, the notes ore 
fidly more acceptable than the sovereigns, seeing that 
they can be transmitted to England for the mere cost of 
postage Convince a Continental money-changer that 
the English bank-note is genuine, and he will give yon 
cash forit as readily as for our metallic money : although, 
of course, there is this difference, that coins can be tested 
anywhere, whereas bank-notes cannot, and in foreign 
countries can only be received as genuine out of confi- 
dence in the person who presents or endorses them. 
Moreover, even in the same country there is often 
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a limitatioii to the circulation of Bome kinds of money. 
The Bovereiga— though a Ic^al tender, and {save in some 
sequestered parts of the Highlands) readily accepted 
when offeied in pa3rment — hardly circolates in Scot- 
land, — the Scotch preferring paper-money, as the best 
known to them, as in their opinion the more safe and 
convenient form of currency, and also as the cheapest 
Scotch bank-notes, again, do not circulate in the other 
parts of the kingdom. In England, too, there are many 
provincial banks, the notes of each of which circulate 
readily in the district where the issuing bank is situate, 
hut are looked upon with suspicion elsewhere. They 
will not circnlat« widely, simply because they are a 
kind of money with which the public at large are not 
familiar, and accordingly have not confidence in. 

Of all forms of money Silver is the most widely 
recognised, and therefore holds the first place in the 
currency of the world. It is the standard money of 
China, with a population of 400,000,000, and of India, 
with a population of 1 60,000,000. It is also recognised 
as money all over Europe and America. Indeed, imtil 
recent times, it was the standard money of Europe — 
the English pound and the French livre originally con- 
sisting of a certain amount of silver. To tiiia day sil- 
ver still constitutes the greater portion of the currency 
of the Continent ; and in many of the outlying and 
half-barbarous parts of the world silver will be accepted 
wher^ gold coins would be refused. Ckild at present 
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holds the second place in the curteucy of the wotld. 
But it is rising in monetary importance, owing to 
its greater portability ; and unleBB new silver-mines 
are found, the recent discovery of the gold-beds in 
California and Australia will, by making gold ibore 
abundant and more cheap, tend to wrest the suprem- 
acy from silver and give it to gold, — ^by inducing the 
European and American States to make all the neces- 
sary additions to the metallic portion of their currency 
in the latter metaL Next in amount of circulation to 
gold and silver money comes paper-money. In this 
country, the paper-money issued tmder l^al restric- 
tions by the banks amounts to about £40,000,000 
sterling (the gold and silver money, whether in cireu- 
lation or kept in reserve by the banks, amounting to 
about twice as much). In France, although bank- 
ing is much less developed than in this country, the 
amount of paper-money is nearly as great as it is here. 
In Enssia and Austria it is also very large — not owing 
to banking, which in both countries is still in its in- 
bncy, but owing to an actual dearth of the precious 
metals. Paper-money has the widest range in value 
of all kinds of money. It is also the cheapest and 
most portable. One could carry twenty or thirty 
£1000 Bank of England notes in one's waistcoat 
pocket; whereas a couple of the strongest porters 
could not even lift a b^ containing such a sum 
in gold from the ground. At the same time, as is 
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seen in Russia, Austria, and America, you may have 
paper notes in ciiculation of aa small amount as the 
smallest silver coin. The gamut of paper-money, if 
we may so speak, goes far higher than that of gold- 
moaey, and ranges down to the lowest reach of 
silver-money. Id fact, in the form of bills of exchange 
— which, however, are not Money in the strict sense of 
the word — ^paper-money plays the most important part 
of all in cairying on the trade and commerce of the 
world. It may also be used as a substitute for all the 
other kinds of money — if under proper restrictions, 
with perfect safety and great economy. And in mo- 
dem times it has always been had recourse to, with 
more or less prudence and advantage, by nations who, 
in exceptional times, find themselves in a temporary 
deficiency of metallic money. 

Coming back, then, to our startii^ point, " What ia 
Money ? " let us observe what is the one quality which 
all these kinds of money have in common, and which 
BufBces to exalt each of them into a more or less widely 
recognised representative of wealth. Between gold, 
cowrie-shells, and paper, there is not a single point of 
resemblance. But the quality which gives to these 
and other substances their circulating power as money 
is one and the same : it is simply the agreement on 
the pari^ of nations, or parte of nations, to recognise 
those substances, either of themselves or when pre- 
sented in certain forms, as representatives of wealth. 
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It is OQ agreement on the part of eonununities, or of 
laige sections of tlie population of the globe, to regard 
these substances or artides as a medium in which 
wealth can be condensed, and to make of them 
counters with which the game of life may be carried 
on, and property be transmuted at pleasure from one 
form into any other. The quality which constitutes 
Currency, therefore, is extrinsic to the material of 
which currency is made, and becomes imparted to 
any articles which a nation or nations may f^ree to 
recognise as tokens of value. 

That paper notes or stunped leather possess no in- 
trinsic value will at once be admitted ; but, almost 
universally, it will be asserted that gold is money 
entirely because of its intrinsic value. Now — passing 
over the important iact that one-half of the civilised 
population of the globe do not attach to gold the value 
which we do — ^let us ask, How does gold acquire the 
peculiar value which we attach to it? It will be 
answered, "Owing to the great amount of laboiir re- 
quired for its productioa" But bow is it that so 
costly an amount of labour is devoted to its produc- 
tion 1 An article may be rare, yet valueless : it must 
be scarce before it becomes valuable. There are many 
things as difKcult to find or produce as gold, which 
nevertheless are but little sought for, because for the 
finding or production of them no one will give suf- 
fidently high wages. Before a thing can become 
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valuaUe, there must not only be a difBcnlty in its 
production, but a great demand for it : because, imless 
there be a great demand for it, the price ofTered for it 
will be inadequate to induce men to encounter the dif- 
ficulties or undergo the hardships inseparable from its 
production. What, then, causes the great demand for 
goldt Because so many TuUions regydTe it for Cmrmcy. 
And thus the circle of reasoning comes back to our 
starting position, that the peculiar value of gold arises 
from its having been so widely adopted as Money, 

Demonetise gold, and what would follow? Pro- 
bably two-thirds of all the gold in use among man- 
kind is employed as money; and if the Western world 
were, for the sake of uniformity, to adopt the currency 
of the East, and resolve that gold should not be re- 
ceived as money any longer, would not the value of 
gold fall immensely? The moment the news reached 
California and Australia, would not the mines be 
abandoned, and the workers betake themselves to 
oUier occupations, — ^feeling of a surety that, now gold 
was demonetised, the world had already more than 
enough of the yeUow drosa, and that henceforth no 
man would give a dollar for a whole ounce of it. 
Silver would be immensely increased in value, and 
gold would descend &om its high estate to the rank 
of an ordinary metaL Thenceforth gold would only 
be used for oiTiameuts, plate, and gilding — if, indeed, 
the comparative abundance of the metal for those pur- 
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poses, owing to its demonetisation, would not make it 
too common to be a fitting ornament of the wealthy. 
It is the value, not the heauiy, of the yellow metal 
that makes it so much piized. nowadays in omaments. 
It is not merely as barbaric toys and gewgaws that 
people wear it in chains and rings and other peieonaL 
ornaments, and load their tables with it as plate ; but 
becanse it is condensed wealth. It is the display of 
wealth which constitutes the chief charm of golden 
plate and omaments ; and if gold were no longei to 
be condensed wealth, hut simply a metal like the 
others, it is probable that its dethronement as money 
would tend rather to diminish than to increase the 
demand for it as an ornamental luxury. Hence the 
two causes for the present great demand for gold 
being, one of them extinguished, and the other less- 
ened, by its demonetisation, the value of gold would 
be immensely diminished. 

Money is the expression of wealth — ^the voucher of 
accumulated gains — a "universal language" of pro- 
perty all over the civilised world. It is an Open Se- 
same which eveiywhere admits us into the enjoyment 
of other men's goods or labour. Unlike houses or 
hoiBes or hounds, or food and dothing, or works of art, 
or articles of merchandise, money is of no use in itself 
— only as a means of getting other things. To borrow 
the language of the Schoolmen, the value of money 
is in posse — that of other articles m ette: the one is 
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potODti&I, the other ia eesentiaL Mouey is a useless 
thing for ever doing osefol things. A valneless thing 
for ever purchasing things of valna Like the electric 
fluid, money is undynamio when at rest: it is only 
when in motion, passing in payments from one owner 
to another, that its great power is manifested. But 
that power, we repeat, is merely imputed to it, in order 
to facilitate the business of life : and if all the world 
could act leather as easily as a single community can, 
we might say of every form of money, " A breath can 
make it, as a breath has made." 

Money is not wealth, but a right to wealth — an 
established conventional equivalent for goods and 
labour. Apart from the command which it gives its 
possessor over the goods and labour of other men, 
money is valueless ; but the goods and labour would 
be as valuable as ever though (as was the case in 
ancient Peru) there were no money at all Money is 
but the counters which (apart from the property held 
in other forms) show the relative position of the 
players in the great game of life. It confers no power 
or property apon one man without taking these in 
equal amount fix)m others. Abolish all the Money in 
the world, and mankind at laige would be as wealthy 
as before. All the produce of the earth and of human 
labour would exist as before. The title which a 
certain class (the money -holders) have acquired to 
that produce would be extinguished, but the produce 
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wonld rem&in as abnndaut as formerly. Certain 
eatabliahed rights wonld be atmiilled, but not a par- 
ticle of existing property. As regards paper-money, 
the effect voald be the same as if a fire were to de- 
stroy a building in which were deposited all the bonds 
which certain members of a community hold over the 
property of others. What the creditors lost in wealth 
the debtors wonld gain. As regards gold and silver, 
indeed, these metals, when demonetised, wonld still re- 
remdn in the possession of those who had them, but 
their value would be immensely lessened. In this 
case, the material of the counters wonld remain, but the 
rights wluch they represented would be gone. Each 
player wonld still have his bits of mother-of-pearl 
or metal, but the value of those articles would be as 
nothing compared to the stakes which they previously 
represented. Demonetise the precious metals, and a 
labourer would no longer pve a week's work for a bit 
of gold or silver which he could do nothing with 
except to give to his wife as an ornament. Men 
would no longer consent to be paid in bits of metal 
which no grocer or butcher or tailor would accept in 
exchange for hie goods. And of what benefit wonld 
gold be even to the foi«^ trader, if the metal were 
to lose its present value of bdng recc^nised as money 
over half the world ? Suppose some great man, of 
eccentric or barbaric taste, were to accumulate the 
demonetised meta], would not his golden pyramid be 
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essentially as much a product of barbaiiam as the 
Pyramids of the Pharaohs, id which a maximum of 
Iftboui is combined with a minimum of usefuhiess t 
It is only as Money that gold poesesses a value such 
as civilisation endoraes : end the demand for gold as 
an ornament is cow mainly dep^ident upon the high 
value which attaches to it as money. 

Let any one fairly think out the question, and he 
cannot help coming to this conclusion. And if, in- 
stead of starting with gold, he start with paper-money, 
he will arrive by the other side of the circle of reason- 
ing at the same conclusion : namely, that all the 
various forms of currency depend for their peculiar 
value upon Opinion, or conventional agreement ; that 
their value is (chiefly in some cases, entirely in osiers) 
extrinsic, not intrinsic, — a something imparted to 
them by the consent of the people among whom they 
circulate. In short. Currency of every kind is essen- 
tially dependent upon Credit — using that word in its 
amplest sense. Negotiability, ie. acceptability, is the 
grand point — and that depends upon a common agree- 
ment Accordingly, the more widely the credit of 
any coin or note is recognised, the more extensive 
will be its circulation, the greater its acceptability, 
and the higher its rank as a form of mon^. 

These considerations, of course, render it doubtful 
whether mankind are ri^t in the value which they 
continue to attach to the precious metals as the prime 
form of money, seeing that their place could be 
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supplied by cheaper materials. We shall leave Pos- 
terity, with its snperioT advanti^es, to answer that 
question: content to believe that, in the actual cir- 
comstances of the world, the monetary system which 
has been established could not have been very dif- 
ferent from that which exists. High as is the price 
which civilisation pays for the convenience of money, 
the investment, on the whole, has been a good and 
profitable one. The invention of Money lies at the 
base of all matetial civilisation. Division of labour is 
the grand characteristic of material civilisation ; but 
there conld not be any great subdivision of labour 
without money. Before the industrial classes of a 
community will devote themselves each to a separate 
pursuit, a means must have been found by which 
the produce of each is made readily exchangeable for 
the goods of anyiof the others. Money does this. A 
man who has only an ox to barter, will find it difficult 
to supply his wants. He will find it difficult to appor- 
tion it correctly among his various tradespeople — 
grocer, baker, tailor, shoemaker, landlord, &c — even 
supposing that all these dealers need beef at once. 
But let him first convert the ox into mon^, and there- 
after he can purchase all that he wanU with rapidity 
and ease. Money is a reservoir of power, immediately 
available, and foe any purpose. It is wealth con- 
densed and mobilised. Its effective force is as much 
superior to an equal amount of property in other 
fonns, as a mobilised and concentrated army is to an 
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equally Dnmerons ctowd of conuuoii men. If there 
were no money — no conTentional means of storing tip 
accumulated gains in an instantaneonely negotiable 
form — how long would be the time, and how cumbrous 
the preparations, requisite to prepare an expedition, 
to get up a railway-company, or to accomplish any 
great project ? What would require the co-operation 
of thousands, and consequently great preliminary 
delay, in times of pure barter, can with money be 
accomplished at once. Secure the aid of a single great 
capitalist, end forthwith the streams of power flow 
in all directions simultaneously, each becoming trans- 
muted into different objects — labour, stores, imple- 
ments, raw material, or directing genius. The con- 
version of power is direct and instantaneous. By 
means of money, human power can strike its amps on 
the instant Prove an object desirable, an enterprise 
profitable, and the man who holds his property in the 
form of money can accomplish the object or engage 
in the enterprise with the speed of the telegraph. 

But if we wonld see the world-wide results of the 
invention of Money in facilitating all the branches of 
human industry, and in promoting friendly intercom- 
mtmication between different nations and countries, 
we shall find these exhibited in their most striking 
form by the events which have accompanied and by 
the consequences which have flowed from the recent 
gold-disi 
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THE GOLDEN AGE 

KFFECI8 OF THE S01D-DI3C0TERIES OH TEE VOBLD 



The first plietiomenoii attendant upon tiie gold-disco- 
veriea has been the great EmigiatioQ — the ti-ansfer of 
hirge masses of population from their old 
seats to new ones, — ^the vast and sudden 
spread of civilised mankind over the earth, mtiking 
deserts end waste places to bloom, cities to idae amid 
the solitude, and aeas, whose virgin waters had hardly 
been stirred by a single prow, to grow white with the 
sails of golden argosies. 

The countries where these gold-beds have been 
found are in the utmost ends of the earth — regions 
the most secluded, the most isolated from the seats of 
civilisation. The region of California seemed the last 
in the world that would be peopled by civilised men. 
Of all spots on the globe, it was the furthest removed 
from the highways of enterprise. Not a road to it 
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was to be found on the map of the traveller, not a 
route to it was laid down in the charts of the mariner: 
the deserts and woods and mountain-ranges by land, 
the rocks and shoals and currenbg by sea, were known 
to not one in a million of earth's inhabitants. The 
Pacific Ocean rolled between it and Asia ; the snow- 
capped chain of the Bocky Mountains, impassable 
save in a few places, and only at certain seasons — the 
deserts of the Salt I^ke, and the pathless wastes of 
the prairies, traversed by hostile tribes of Indians — cut 
it off from communication with the eastern States of 
Americ& In this secluded region, extending some 
five hundred miles along the shores of the Pacific, 
and sloping from the margin of the sea to the 
summit of the Snowy Sai^, a few stragglers were 
the only signs of human life that appeared amid a 
primeval solitude. Six years before, when the French 
frigate Venus (in the course of its voyage round the 
world) put into the port of Monterey, then the chief 
town of California, they found the place " composed 
of forty or fifty whitewashed habitations — ^veritable 
huts, roofed only with rushes and boughs of trees. 
The frigate was in want of biscuit, and the conntiy 
had to he laid under contribution; they went even 
to distant &rms in search of flour, and, after all, could 
only procure an imperfect revictualment." * All at 
once gold was discovered — gold in abundance, gold 
■ Beiw <U* Dwx Mmdth 1843. 
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everywhere. In the beds of the rivers, in the sands 
of the hiU-torrenta, in the seams of the rocks, the 
piecioos ore appeared — nay, the very soil seemed im- 
pregnated with the glittering dast ; and forthwith set- 
tlers came htutUng thither like clouds of locnsta. 
Every wind of heaven seemed to blow them to the 
golden land. The lore of gold soon peopled the 
solitude ; the sparkle of the precious ore drew myriads 
£rom afar. Within eighteen mouths a hundred thou- 
sand men arrived from the other side of America; 
uine thousand wagons, hearing five times that num- 
ber of persons, came through the passes of the Bocky 
Mountains, and four thousand immigrants came on 
horseback by the same route. Crowds poured in 
eager haste across the Isthmus of Panama, converting 
the neck of the New World, for the first time, into a 
highway between the two great oceans of the globe. 
Others made a sea voyage of 17,000 miles round 
Gape Horn, intrusting themselves for the stormy pas- 
sage to leaky and shattered barks, resembling that in 
which Columbus made his last voyage firom America 
to SpaiiL From the ships, they beheld a laud without 
fruits, without cities, almost without inhabitants ; but 
gold was in the mountains that rose in the distance ; 
and, heedless of hunger and thirst, heat and cold, 
raiment and lodging, they pltmged eagerly into soli- 
tudes where the wolf and the hofTalo, the squirrel and 
the bear, hod lived undisturbed since the Deluge. 
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What an assemblage was there gathered together I 
Men ftxnn all quarters of the globe — of every kindred 
and tongue, of eveiy hue and dress and feature. 
Emigrants from every country of Europe — English, 
German, Swiss, Pole, French, Spaniard — worked aide 
hy aide with the aboriginal Indians and Anglo-Saxon 
intruders of northern America, and with the native 
Chilians and half-breeds of its southern portion. The 
Australian joined them from bis Antarctic continent ; 
the Malay and Polynesian from the islea of the Pacific ; 
and even the Chinaman came forth, like an anchorite 
from his cell, to join in this varied mass of golden 
speculators. Such a concourse of human tribes the 
world never before witnessed. Through the once 
solitary channel of the Giolden Gate, clusters of sails 
began to enter the land-locked hay, on whose shores 
was rising the future capital of the region ; and, like 
the magic seed of the Indian juggler, which grows, 
blossoms, and bears fruit while the spectators are 
looking on, San Francisco seemed to accomplish in a 
day the growth of half a century. 

Australia was, if possible, a still more isolated 
quarter of the globe, and, if no new attraction had 
come into play, it would have remained for gene- 
rations a alow-moving cityless country of pastoral 
settlers. But the attraction of gold rapidly changed 
the scene, and has opened a brilliant future for 
that vast island-continent, of whose glories we only 
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see the beginning. Already the European race is 
making a new world for iteelf at the Antipodes. 

Ifor do the triumphs of gold, aa an agent affecting 
the destinies of the world, stop here. Hardly noticed 
as yet, but certain to attract another rash of emigration 
in the future, is the auriferous region of Siberia, which 
Humboldt affirmed to stretch right across northern 
Asia, &om the Ural Mountains to Kamtschatka and 
the bleak solitudes of "Oonalaska's sbora" Here 
again is one of the vast solitudes of the earth ; yet, 
ere many years have passed, we shall see the wizard 
Grold drawing all men after him, peopling with civil- 
ised men the heart of Upper Asia, — establishing cities 
and peaceful communities where once roamed the 
ruthless cavalry of the Golden Horde, — and bringing 
back mankind,' after long and devious wanderings, to 
settle in maturity in the region that was the cradle 
of our race. The corresponding r^on of the New 
World — the American Siberia — the desolate zone 
which intervenes like an unbridged chasm between 
Canada and British Colombia, already begins to be 
affected from a similar cause ; and the discovery of 
gold on the eastern side of the Bocky MonntAins, on 
the head-waters of the Saskatchewan river, will mightily 
contribute to people that solitude also, and to extend 
British settlements in unbroken line from the Atlantic 
to the Pacific. Lastly, but not less surely, the passion 
for gold will, at no distant time, cany hands of adven- 
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hirers into the heart of AMca, that greatest waste place 
of the earth. If famous in old times as " the fierce 
mother of lions," she was not less famous as a gold 
country; and we believe that the auH sacra fames ynJl 
be the first agency that will give a great impulse to the 
invasion of that continent by the European race — lead- 
ing bands of daring adventnreis up the watery high- 
ways of the Nile and the Niger, to search for gold- 
beds beneath the Equator, and pitch their tents at the 
foot of the shadowless Mountains of the Moon. 

Such is the mighty infiuence which gold is exert- 
ing upon the condition of the Earth. Let us now 
jjimxABm at ^^I^ t^« chain of effects, and the nature 
coHMBBoi. Qf those effects, which the gold-discoveries 
are producing upon the condition of Mankind. The 
demand for gold, as the prime material of money, is 
so great that the w^es of the gold-aggers in Cali- 
fornia and Australia are, on the average, four times 
greater tiian the class of skilled workmen can make 
at home. la consequence they spend four times as 
much. In other words, for every £1 of goods which 
they consumed at home, they now consume £4. Their 
consuming power has been quadrupled, and the result 
is, that they give four times as much employment to 
odier men. Hence, not only are those emigrants bene- 
fited by the gold-diggings, bnt the population which 
they have left at home is likewise benefited. Not 
only is the labour-market at home thinned, but there 
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18 more emplojonent than before. The profits of the 
gold-diggers keep more ships on the sea, and give 
more employment to the producers alike of the luxu- 
ries and of the necessaries of life. Nor is this all. 
For not only is a new and lucrative trade created 
between the gold-countries and the old seats of civili- 
sation, but commerce in all directions obtains a mighty 
impulse, increasing the area of Employment, and the 
comforts of mankind all over the world. Extended 
commerce means more profits for our merchants and 
manuiactureTs, more employment for our working- 
classes, and a general bettering of Uie condition of 
our population and of the population of every country 
which comes within the sphere of these operations. 
It also means increased iutercommimication amoi^ 
the nations of the earth ; and by establishing among 
them a mutual knowledge and bonds of common in- 
terest, it prepares the way for the coming of better 
times upon the earth — morally not less than materi- 
ally — than mankind has yet known. 

Next in point of time, then, to their effects upon 
Emigration, and first in point of importance, the pecu- 
liar benefit arising to the world from the gold-discov- 
eries is that they have given a great extension to 
Commerce. California and Australia, instead of desert 
places, have become countries which trade laigely; 
and at the same time the produce of their mines 
enables ns greatly to extend our commerce with other 
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countries, sacb as India and China, which as yet take 
little of OUT goods, and with which no great trade is 
possible unless we have an abundance of the precious 
metals in which to discharge our trade balances. The 
principle of exchange is simply this, that goods which 
bring a trifle more in other countries than at home are 
sent thither. An increased trade with France, for 
example, means that we import more of her wines 
and siUcs, and send her more of our iron and cotton 
goods. An increased trade with India or China 
means that we import a larger portion of their pro- 
duce, either in the form of food or luxuries or as 
raw material for our manufactures, and that we send 
in return a considerable portion of our manufactured 
goods and a large portion of the precious metals. In 
shori^ the primary benefit which commerce confers 
upon mankind is, that each country gets a portion of 
its produce eichai^d for other commodities of which 
it has a greater need. Commerce adds to the comforia 
of life, and also it gives to each country new means 
of developing its industry. It is a branch of in- 
dustry by itself: every extension of commerce implies 
a corresponding increase of employment And an 
increase of employment is equivalent, (1) to a better- 
ing of the condition of all the industrious classes ; 
and (2) to a draft upon the mass of idleness and 
pauperism, or unproductive energy, which every com- 
munity contains. No other branch of industry could 
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have produced these effects to the same extent as that 
opened up by the discovery of the gold-mines. It is 
evident from what has taken place that gold is more 
needed by the world at large — it baa a wider and 
better market — than any other produce ; hence, the 
labour of the emigrants has been more profitably em- 
ployed in the gold-countries than it would have been 
at home The difference is in effect the same as if a 
good soil had suddenly taken the place of a bad one. 
Moreover, the novelty and profitableness of the trade 
of gold-seeking tempted not a few idle hands to emi- 
grate and become busy; and the drafting away of 
many myriads of industrions hands firom the labour- 
market at home likewise acted as a means of securing 
employment for men who, but for this opening, might 
have remained a burden upon the community. 

These are happy effects of the gold-discoveries. 
Ajxd they are political as well as sociaL When na- 
tions are prosperous, they are contented. 
Suffering is the great parent of revolution. 
Seldom, if ever, has a country been convulsed by 
political revolution, save when the outbreak had been 
preceded by a period of general distress. The distress, 
so widespread and apparently mysterious, which over- 
spread our own country for twenty years before the 
passing of the Reform Bill, as well as for several years 
afterwards, was the agency which gave to that long 
crisis its exasperation and serious political perils ; 
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and (if this were the place for such a discussion) it 
could be shown that the most potent cause of that 
widespread distress was the continuoualy increasing 
scarcity of gold, in conseqnence of the great decrease 
in the produce of the American mines. 'Saw, happily, 
the position is reversed. Gold is ahundan)^ wages 
are rising, employment has increased, and the people 
are contented. Nor is this benefit confined to our 
own country. All Europe feels the happy change. 
Look at the state of Europe in 1820, 1830, and 1848, 
and in a lesser degree in the intervals of troubled 
peace which lay between those crises of discontent ; 
and say whether the last twelve years, in regard to 
political contentment, do not appear to belong to a 
wholly different epoch. The social discontent, the 
bitter war of classes, has almost disappeared. The 
old seats of civilisation, which appeared to be sinking 
under the weight of over-population, were suddenly 
thinned of their swarms ; room was made for a new 
growth of population, and that new increase is growing 
up under circumstances of unexampled prosperity. 
France under a military despotism has benefited in 
this respect (considering the lesser action of the gold- 
discoveries upon her) as much as England under free- 
dom and free-trade. Let neither Government boast 
it«elf overmuch, by attributing to mere legislative 
measures a happy result, in which future ages will 
see clearly the hand of overruling Providence. We 
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are proud of our country and of our statesmen and of 
our Queen; but for the height of this great blessii^ 
let OS give Ood the glory. 

The remarkable increase which has of late years 
taken place in the commerce of Hie world ia generally 
attributed to the adoption of the principles of free- 
trade in this country, and to the relaxation of tariffs 
which is slowly taking place abroad. Unquestionably 
there is trath in this view; but it is very tax from 
being the whole truth. Every great moTement of 
•mankind ia due to a concurrence of influences, rather 
than to a single one. 'Whatever may have been the 
initial cause of the great increase of international 
trade during the last fifteen years, it is important to 
observe that the commencement of the increase was 
contemporaneous with the discovery of the Califomian 
gold-mines. That discovery at once, and even before 
its material effects began to operate, gave a moral 
impetus, an impulse of excitement and hope, to the 
trading world. And it is abundantly evident that the 
great expansion of trade which has since occurred 
could not possibly have taken place if the new gold- 
mines had not been discovered 

The most prominent feature of that expansion has 
been the increase of trade between Europe and Ame- 
TRADs WTTB ™^ ^'^ ^^^ ''^^ luuid, aud the East on the 
™« ""■ other. That trade has in all ages been a 
peculiar one. The constant absorption of the precious 
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metals by the East has attracted attention, and given 
rise to much speculation, for at least a century and 
ft half. The explanation ia, that India and China 
have been non-importliig coontriea. And to this 
day the exports &om these countries axe largely in 
excess of their imports. We yearly consume a large 
portion of their produce, while they take compai-atively 
little of our goods. Such a trade can only be carried 
on when Europe possesses an abundant supply of the 
precious metals ; and the trade could never have been 
carried on to the extent which has been witnessed of 
late years, if the new gold-mines had not rendered 
the precious metals in Europe not only abundant, but 
superabundant In 1851, after free-trade had been 
for several years established in this country, and when 
the produce of the Califomian gold-mines had just 
begun to operate, the exports of silver to the East 
from Great Britain and the Mediterranean ports only 
amounted to £1,716,000. iBut from that time our 
trade with, and investments in, the East increased 
rapidly, and the amount which Europe had to pay in 
the precious metals underwent a corresponding in- 
crease. So much so, that in tibe thirteen years which 
have since elapsed, the payments which have been 
made to the East in the precious metals have amount- 
ed to about £130,000,000, showing an aven^ of 
£10,000,000 a-year. But for the new gold-mines such 
payments on our part would have been impossible ; 
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yet without Bach payments our Eaatem trade and in- 
vestments could not have heen carried on. Before the 
gold-discoveries came to our aid, to have attempted to 
export even half the present average amount of bullion 
to the East would have so tightened the money market 
(in other words, would have so reduced the amount of 
loanable money) as speedily to stop the trad& The 
rate of discount would have risen to sach a height as 
to leave no adequate margin of profits on the articles 
exported : indeed, we should have been fortunate if our 
whole trade had not been involved in the calamities of 
a monetary crisis. 

In present circumstances, on the contrary, this 
drain of bullion is of itself an advantage. Our in- 
rra BiPTT crease of trade with the East, while adding 
BESDLTi. (q oyj wealth, is relieving Europe of a por- 
tion of the precious metals of which we have no 
need, and which it is advant^eons to get rid of. 
Had all this bullion remained in Europe, the value of 
gold would have already fallen greatly : in conse- 
quence, the mines would be less resorted to, emigni- 
taon would be already declining, the expansion of com- 
merce and increase of employment would be checked, 
and the prosperity of the Golden Age — instead of con- 
' tinning, as we trust, for several generations — would 
be all over in a few years. The prosperity of the 
world depends upon the continuance of this drain of 
bullion to the East Without it, the effect of the gold- 
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discoveries would be but local and evanescent ; with 
it, the whole world will be partakers of the blessiug. 
If thia drain coutiuues, the GoldeD Age may last for a 
hundred years ; and, as the result of the ever- widening 
commerce, all nations both of East and West will be 
drawn together in bonds of mutual interest and sym- 
pathy, which will remain as a happy legacy after the 
Angel of Gold has t^ain withdrawn from the scene. 

Such are the effects upon the world at large which 
the new gold-mines are producing, and are calculated 
to produca They constitute the moat powerful lever 
by the action of which the woiM can be moved, htunaa 
progress hastened, and hiunan prosperity increased. 

Let us now consider these gold-discoveries in an- 
other and narrower aspect Let as ask, as a question 
HonnART '>f purely monetary science, what good do 
go»noK. ^g cterive from the new mines? It is 
obvious that an addition to the currency of a coun- 
try is not necessarily a benefit If the country he 
already adequately supplied with money, every addition 
is a positive loss. If the currency of a country be 
increased from £50,000,000 to £100,000,000, while the 
productions of that coimtry and the demand for money 
remain as they were, the hundred millions will do no 
more than the fifty millions, — only, all prices, wages, 
rents, &c,, will be doubled in amount The prices 
which a farmer or manufacturer gets for his goods will 
be increased ; but so also, and in aimilar proportion. 
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wQl be the amount of his outlay in rents and taxes, 
&C. It is like adding equally to Iwth sides of an 
egnation. It would be a sheer waste of money. The 
labour which produced these extra fifty millions would 
be as much lost as if that amount of gold had been 
sunk in the sea. A case like this, however, never 
occurs in the actual world. It would only be possible 
if the countiy in question were absolutely isolated 
&om the rest of the world, — and hardly even then : 
for the mere influx of increased supplies of gold is 
found to give an impulse of hopefulness and-energy 
which of itself tends to create more trade, and conse- 
quently more need for money. 

Any sudden derangement of prices, whether caused 
by a rise or by a fall in the value of the precious 
metals, is bad ; for it involves a transference of wealth 
from one section of the community to another, without 
any fenlt on the one side or merit on the other. A 
farmer, for example, who has taken his farm on a 
twenty years' lease, at a time when the ordinary price 
of wheat is 60s. a quarter, would lose greatly if prices 
(owit^ to a change in the value of money) were sud- 
denly to fall to 40s., and would gain greatly if they 
were io rise to 80s. ; while the landlord would equally 
gain in the first event, and lose in the second. True, 
there would be no loss to the community at large; 
what one man lost another would gain : but it would 
be a taking from those who rightfully had, and giving 
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to those -who had uo claim to get Moreover, it gene- 
rally happens (on the principle of " lightly come, 
lightly go") that those who get money in such a way 
squander it, or at least do not turn it to so good 
account as those to whom it belonged. 

So far as experience goes, however, it is doubtful 
whether any great change of value ever can take place 
suddenly. It is as gradual operations that these alter- 
ations in Uie value of money fall to be regarded and 
discussed; and this limitation at once strips such 
movements of their necessarily injurious character. 
Nevertheless such movements exercise a mighty in- 
fiuence upon the fortunes of States, or of mankind at 
large ; and their social effects vary immensely accord- 
ing as they are produced by a Rise in the value of the 
precious metals, or by a Fall. 

During the last eighteen hundred years We have 
bad experience of monetary changes of both kinds. 
GOLD iHi) -^"^ fifteen centuries after the Christian 
pounM, ^j^^ the precious metals became gradu- 
ally more scarce; chiefly, doubtless, owing to the 
widening area of civilisation, and the consequent 
increase of trade. In the sixteenth century, a mighty 
change took place, owing to the enormous amount 
of the precious metals obtained by ruthless conquest 
in the New World, and by the discovery and 
working of the gold and silver mines in Peru and 
Mexico. All Europe was then astir with excite- 
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ment : the epoch was one of unparalleled enthusi- 
asm and enterprise ; and in a single generation com- 
merce experienced an expansion greater than had heen 
accomplished during the previous ten centuries. By- 
and-by, however, as population and trade increased, 
the opposite tendency again commenced. The pendu- 
lum, whose operation is so visible in human affairs, 
began to swing backwards. A season of ebb ensued. 
Money gradually became scarce, and, despite the alle- 
viation caused by the invention of banking and paper- 
money, hard times set in. After 1809, the annual 
supply of the precious metals declined fuUy one-half, 
owing to the stoppage of the Mexican mines, conse- 
quent upon the war between Spain and her American 
colonies. The period when the precious metals was 
most scarce was between ISIO and 1840 ; and this, as 
every one knows, was precisely the period when na- 
tional distress and political agitation were most rife 
amongst us. The masses suffered, and clamoured for 
Beform ; the middle classes groaned under the taxa- 
tion, and cried for Betrenchment ; and in Parliament 
there arose the policy of Peace, to lessen the burdens 
of a nation which could not afford to go to war. The 
discovery of the Ural mines of Russia thereafter began 
to mitigate, though not to remove, the dearth. But 
now, once more, a change has taken place ; and the 
discovery of the rich mines of California, Coliunbia, 
and Australia, together with (let us hope] the impend- 
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ing T^euerfttioQ of Mexico, has commenced a period 
■when money will again become not only plentiful but 
leduudant 

It is important to note the social effects which take 
place during these difTerent epochs. 

In times like the present, when the value of the 
precious metals is falling, the effect of the change is 
BUI OF (speaking roughly) to benefit the many at 
rtactB. the expense of the few. Mortgages and all 
money-contracts which extend over a long period, are 
lessened in value ; for in the course of twenty years, 
£1000 may become worth no more than (say) £800 
was at first Such creditors, who are necessarily 
capitalists or wealthy men, lose, and their debtors 
gain. But it is on the Government expenditure of a 
countiy that the change is most felt. The pressure of 
the Government debt ia lightened, and the taxation 
necessary to provide for it is virtually reduced. The 
Bame amount of taxation may be raised, but that 
amount represents a much smaller value than before, 
and accordingly is leas felt by the people. A laige 
portion of the Government expenditore in all countries, 
indudiug Government salaries and the interest on 
the Debt, are fixed payments — money-contracts which 
extend over a considerable period; and as these de- 
cline in value, the national burdens are lightened 
in this way also. Such effects, of course, are mainly 
confined to the actual period of transition. Govem- 
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ment salaiieB will be gradually raised, and other 
measores will be taken to meet tlie altered circam- 
stanoea. But still, as long aa pricee contiiiue to 
rise, fixed payments, money-contracts, and aunuitiea 
win tend to decline in value. "What is most impor- 
tant of all, Tmde increases with the increased facili- 
ties for carrying it on which an abundance of the 
predous metals affords ; and with more trade there is 
more employment, and consequently increased pros- 
perity among the working classes. Kor among these 
only: for even annuitants, and others who derive a 
portion of their income from fixed payments, benefit 
likewise — as r^ards themselves, and still more as 
r^jsrds their families — from the increasing abundance 
of employment ; so much so that in most cases this 
cause will actually compensate them for the loss which 
they experience on the fixed portion of their incoma 

On the other hand, in periods when the precious 
metals are becoming scarce — in other words, when 
TUL at ^^ value of money is rising — ^the mass of 
"""■■ the community sufiTer severely. Trade, if 
not checked, is conducted under greater difficulties. 
Mortgages, long leaseholds, and money-contracts of 
bU kinds, weigh more heavily upon those whom they 
affect ; and the pressure of taxation — ^though no more 
taxes be raised than before — is seriously augmented. 
It was this pressure of Government taxation which 
wrought such havoc in Italy and some other provinces 
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of the Bomaa empire under some of the emperors. 
The value of money was rising, yet the Imperial ex- 
penditure could not be reduced so as to comport with 
the altered state of affairs ; and towns and provinces 
were called upon to pay their old amount of taxation, 
although the value of that amount had largely in- 
creased. Under the pressure of this taxation whole 
districts became depopulated, and large masses of the 
population became pauperised. Periods when the 
precious metals are becoming scarce are always times 
of more or less national distress and discontent.* 
This, as we have said, was notably the case in our 
own country in the period between 1810 and 1830, 
though the cause was never suspected. Had the 
real source of the national distress been perceived, 
there would doubtless have been more moderation and 
discretion on the part of the people, and the crisis 
would certainly have been met by wiser measures on 
the part of the Government. 

Now, the first effect of the recent gold-discoveries 
was to save us, and Europe at large, &om the hard 
times which had been in operation, and which, but 
for these discoveries, must have gone on increasing in 

* In a parti&l degree, this it gometdmes the case also when 
prices are rising : "strikes" being neceseaiy in aolna otacm to ob- 
tMD a coireipanding nae of wages. Still, in good times, masters 
are seldom relnottuit to do jnatice to their workmen. And a strike 
in bad times is a mnoh more serious a&ir tliau smilL a conflict in 
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Beverity. The recent enormoas expausioQ of tradei 
indeed, could never have taken place at all, if the new 
mines bad not come into play; but even the ordinary 
increase of population and trade would soon have made 
money so scarce as to land the working-classes in this 
cooutry, as well as in the States of the Continent, in 
profound distress, productive, it is to be feared, of wide- 
spi-ead political discontent. 

These benefits — alike the n^ative and the posi- 
tive — arising irom the gold- discoveries, are so mani- 
AHi pRiciB ^^t ^^ ^^ reasonable man can caU them 
"''"°' in question. It is considered doubtful 
by some authoritiefl, whether the new gold-suppHes 
have as yet produced any alteration in the value of 
money, as indicated by a rise of prices. For our own 
part, we entertain no doubt that this change of value, 
though slight, is perceptible, and that the effects con- 
sequent upon such a change are already in operar 
tion. "Whether the value of money in this countiy 
has been depreciated to the extent of ten or fifteen 
per cent, as Mr Jevons maintains, we cannot assert 
with much confidence in the correctness of our opinion. 
But a change is certainly taking place ; and it is all 
the better for us that the change is slow and gradual 
At present we are experiencing all the advantages of 
an increase of the precious metals, with a minimum 
of disadvantages — in fact, with no perceptible draw- 
back at alL In the fullest sense of the word, we may 
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be said to be enjoyiiig a rise of prices : the rise is so 
gentle, and the benefits of the new gold-supplies so 
-widespread and substantial 

Our fears have been disappointed, and our beet 
hopes have been more than realised. A sudden 
TBI wiBT»- cliange, even in a good direction, is an evil 

""■- in monetary affairs. And such a change 
was fully expected and predicted by some of the 
best authorities in those matters. The circomstance 
which has falsified those predictions is of itself one of 
the happiest features of the times. The great increase 
of commerce which has taken place was not foreseen, 
nor its consequences calculated ; yet it is to that in- 
csrease that we owe our escape from a sudden change 
in the value of money. That increase has not only 
created more employment for money in Europe, but it 
has dtained off the surplus of precious metals in pay- 
ment of Uie large sums which necessarily accumulate 
against us in the course of extended dealings with 
the East These payments, it is true, could not be 
made in gold — ^what the East wants, and will alone 
accept, is silver: but silver in sufficient amount was 
easily procured in Europe (especially from the cur- 
lency of France), and its place was supplied by gold, 
of which we were obtuning such large supplies, and 
which is the superior metal of the two for coinage. 
As gold flows into Europe, stiver flows out ; and thus 
our increased commerce with the East proves to us a 
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double blessing, — at once increasing employment, and 
averting any great change in the value of money. It 
is a waste-pipe by which nothing is wasted. It is a 
channel by which we not only rid onrsdves of a sur- 
plus of the precious metals, but turn them to most 
profitable account 

All present indications, therefore, are against the 
supposition that there will be any sudden fall in the 
ra» ooLiiBH value of gold. Demand treads closely 
**"'• upon the heels of supply — ^indeed, seems 
actually to keep pace with it. Apart from increase of 
population, which is &cilitated by the means of emi- 
gration, there never was a time when the circumstances 
of mankind were so favourable for an increase in the 
demand for cnrrency. We stand on the threshold, 
indeed we have already entered the vestibule, of an 
epoch when commerce and international relations will 
obtain an expansion undreamt of before. During the 
last thirty years, steam-navigation, railways, and tele- 
graphs have given to mankind ^ilities of locomotion 
and communication which have immensely extended 
the sphere of human action, and have made each man 
a denizen of the world rather than merely of his own 
country. And now Gold comes to give winge to those 
inventions, and to carry them, and commerce along 
with them, into every civilised r^on of the earth. 
The flood of the precious metals which came across 
the Atlantic in the sixteenth century was poured only 
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into Europe — or, rather, merely into part of Europe — 
into Spain, France, England, Italy, and part of Gler- 
many. But now the flood pours into every part of 
Europe and of America, and the surpluB flows off 
rapidly to the other regions of the globe. 

Not even yet has gold the whole world for a 
market A large portion of mankind still remain 
in a state of barbarism which dispenses with the 
money required for international trada And if we 
restrict our view merely to India and China, we find 
in the vast population of those countries, numherii^ 
nearly six hundred millions, a field for the absorp- 
tion of the precious metals greater than all Europe 
presented in the sixteenth century. With India we 
may almost say that we had no commerce at all, till 
the new gold-mines gave lis the means of prosecuting 
that commerce in earnest ; and with the far vaster 
population of China our commerce is only in its in- 
fancy. We have been making railways in India, and 
we shall make many more ; and every such enterprise 
sends the cost of it, in the form of specie, out of Europe 
to the scene of operations. Tea-planting, also, and 
many other kinds of investment opened to Europeans 
by the recent Act for the sale of waste lands, are 
attracting capital from this country to our empire in 
the East. And our native fellow-subjects in India, 
stimulated by the increase of employment, and by the 
contagion of English spirit and ideas, will aoon foUow 
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in our path, and by their increased enei'gy and trade 
will catise an increased absorption of the precious 
metals to supply their deficiency of currency. In 
China the field is still vaster : in sober truth, it would 
require the imagination of a poet to do justice to the 
triumphs which there await civilisation. Amongst 
the Chinese, aa much as amongst auj nation in the 
world, the people are industrious, and every man is 
anxious to better his condition. Every man in those 
four hundred million souls has an eye to business, a 
love for trade ; they but wait for the quickening touch 
of European energy and science to enter upon a new 
career of livelier and more expansive action. Before 
loi^ ere ten years are over, the ships of the "West will 
be whitening with their sails or darkening with their 
smoke the broad stream of the Yangtse-kian^ the 
noblest river-highway in the world, and the great 
arteiy of China ; and from its banks the commerce 
and money of Europe will penetrate into the heart of 
the Celestial Empire. At present, metallic money is 
very scarce in China — so much so that the opiiun- 
trade was opposed by the Imperial Government chiefly 
on account of the export of silver which it occasioned. 
Domestic trade in that vast empire is shackled by the 
cumbrous process of barter ; and foreign trade on an 
extensive scale is impossible till the nation haa pro- 
vided itself with a larger stock of the precious metals. 
Australia, also, has to be provided with railways, 
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spanmng the iBland-cnntineDt bom Melbourne and 
Sydney to the Gulf of Caipentaiia ; and South America 
is still an undeveloped continent 

Or, taming irom those vide fields for the absorption 
of the precioiis metals as money, and looking only at our 
own Continent, do we not find even here a growth of 
civilisation which will require no small amoimt of 
metallic cttrrency to aid its development } Even in 
Germany, to this day, payments in kind are in use to a 
considerable extent. Austria, with her vast undeveloped 
resouices, is very deficient in the sinews of trada And 
the whole of Kussia, with her sixty millions of people, 
is virtually an undeveloped region. All these countries 
have yet to provide themselves with an adequate 
metallic currency; and even in the most advanced 
countries, such as England and France, the increase of 
trade and employment will continue to absorb some of 
the new supplies of gold without any serious decline 
being produced in the value of money. 

We attach importuice to these considerations as 
indicating that no great and sudden fall in the value 
of money is to be expected. But that a fall will come, 
steadily and surely, we firmly believe. Let it but be 
gradual and slow, and no well-wisher to humanity, and 
to the masses of our own people, will have reason to 
complain. We cannot expect to have the stimulus of 
the gold-discoveries, and the great facilities which they 
supply for an expansion of commerce, without experi- 
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encing an alteration in the value of money. A rise in 
the value of money crushes the many to the benefit of 
the few — and, speaking generally, the non-producers 
at the expense of the producing classes. A bll in the 
value of mon^ does the reverse : and now the beea 
are benefiting at the expense of the dronea The more 
slow and unfelt the change, the better. In truth, if 
a fall in the value of money be spread over a long 
period, the loss is little felt by any particular owner 
of money. Qovenmient stock, railway debentorea, and 
suchlike investments, are constantly changing hands ; 
and if tiieii &11 in value be gradual, the loss of each 
holder of them is merely fractional Leases, in like 
manner, are being constantly renewed. Ajid nnlees 
the change in the value of gold prove much more 
rapid than there is at present any reason to expect, 
the hardships which the change will inSict on money- 
holders will hardly be appreciable, — especially since, ' 
as we have said, they will share like the rest of the 
community in the advant^es arising &om new or 
enlai^ed fields of employment As a national con- 
cern, and as affecting the world at large, the new gold- 
supplies cannot but be regarded as a great benefit. 
By producing increased trade and employment, they 
are improving the condition of the masses of the pop- 
ulation in every countiy which they affect ; and by 
breaking down the barriers of isolation, and drawing 
all nations into matnal relationship, they ar« elevat- 
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ing the condition of manldnd at large, and speeding 
the progress of civilisation in every quarter of the 
globe. 

One interesting point remains to be noticed with 
respect to the extraordinary supplies of gold which are 
ooLD iBD "^0^ pouring into the world ; and that is, 
*"■"*■ the small effect which is thereby produced 
in the value of gold in relation to silver. This will 
always be the case as long as both of these metals 
are alike employed as Money. During the three 
centuries and a half subsequent to the discoveiy of 
the New World, the addition to the stock of silver 
was four times greater than the addition made to the 
stock of gold : nevertheless silver, during that period, 
diminished in relative value only one-fifth. In 1500 
the value of gold in relation to silver was as 12^ to 
1,— in 1848 it stood at 16 to 1. After 1848 the 
tide turned : the supply of gold became in excess of 
that of silver — ^it is at present three times greater; 
but the change produced thereby in the value of silver 
is almost imperceptibla Silver is only 2 or 3 per cent 
de&rer than it used to be in relation to gold. It has 
only been affected to the extent of l-40tb — while Money 
(we think) has been afiected to the extent of 1-lOth of 
its previous value. 

In truth, an addition to the quantity of gold, or of 
silver, does not so much affect the relative value of these 
metals as the value of gold and silver taken together. In 
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the case of two commodities which are employed or avail- 
able for similaT ptirposes, and either of which may be 
Bubstituted for the other, it is obTious that an increase 
in the quantity of one will affect the value of both. 
An unusually large crop of wheat will lower the price 
of all the other cereals ; and, in a lesser degree, an 
abundance of cotton will lower the price of flax and 
wool Moreover, an abundance of wheat will lower the 
price of wheat to a leaser extent than an abtmdance of 
barley will lower the price of barley : because wheat 
is more prized for food and other purposes. In like 
manner an abundance of gold will depreciate the value 
of gold to a lesser degree than an abundance of silver 
will depreciate the value of silver : because gold is the 
superior metal for currency and for ornaments. Hence, 
since a fourfold excess in the supply of silver only 
lessened its value in relation to gold to the extent of 
one-fifth, it may be inferred that a still smaller change 
would he effected in the value of gold if a similar ex- 
cess were to take place in the supply of that metal. 
It is not imlikely, however, that the world's supply of 
silver will ere long be largely increased — by an ex- 
tended working of the Mexican mines, and by the ex- 
ploration and mining of the immense silver-bearing 
Tt^ons of the Andes. In this case the balance be- 
tween gold and silver would be fuUy maintained. . 

In any case, no change can take place in the relative 
value of gold and silver such as to produce injury 
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to the community. In conntriea where a double stan- 
dard exists — in other words, where both gold and 
silver are equally money — any depreciation of the one 
metal, or (which \a the same thin^ any appreciation 
of the other, will only be sufficient to create a prefer- 
ence, on the part of hullion-dealeTs, to export the one 
metal rather than the other. When one of the precious 
metals is rising in value, and is tending to become 
more valuable as bullion than as coin, then, of course, 
when a man has to export bullion, he prefers to do so 
in this metal. But in reality such operations do not 
yield a profit, in a monetary sense. It is only on per- 
fectly new coins, and Irequently not even on them, 
that an agio is obtainable, during the periods when the 
relative value of gold and silver is altering. The pro- 
fit, in short, on such operations is only sufficient to 
give the dealer apre/^ence for exportii^ the one metal 
latber than the other. And then, each successive ex- 
port of this rising metal — say silver — by reducing the 
currency of the country from which it is exported, 
raises the value of that currency, — eo that people can- 
not afford to part with either of its elements, whether 
gold or silver ; while at the same time the exports of 
silver lessen the special demand for that metal by sup- 
plying it like water in a (astern, every excess of gold 
or of silver poured into a currency immediately occa- 
sions an overflow, so that the level is preserved. Hence 
silver, although ever tending for the last dozen years to- 
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wards a lise in value compared with gold, has not estab- 
lished it to any degree appreciable by the commumty. 
It appears evident, then, that the formidable ob- 
jections which theorists make to the existence of a 
THi DouBLB double standard oC value in a country, are 
sTiMDAW). unsupported by facts. They conjure up a 
vision of " hydras, goigons, and chimeras dire," for 
which we feel no apprehension. If a country has 
enough of gold, or of silver, to make its coinage en- 
tirely of that metal, good and welL Sut if not — as is 
the case in India — by all means let it employ both 
metals. The correctness of this opinion is abundantly 
shown in the case of France. In that most logical 
of countries, the double standard has long been estab- 
lished, and no one there has any desire to abolish it. 
During the last dozen years, this double standard has 
been subjected to the severest test that could be ap- 
pUed, and yet every one is satisfied with its working. 
Oold is pouring in, silver is pouring out — a revolution 
is being effected in the currency of France, — yet no 
one complains. Evidently, practical or appreciable 
' disadvantage of any kind is quite unknown. Theoret- 
ically, as we have shown, a double standard cannot do 
much harm ; practically, we find, it does none at all. 
And since it works under the most trj'ing circumstances 
without the least injury in France, it may safely be 
introduced without any apprehension, and with great 
advantage, into India. 
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There ia also a political consequence of the gold-dis- 
coveries which ia deserving of especial notice. These 
KATUE^BRB- gold-discoveries will of themselves pro- 
roRM BOi. ^^^ ^^ extension of the firanchiae, on an 
important scale. If, as we believe, a tise of prices 
is in progress — producing alike a rise of wages and 
an increase of house-rents — it is B&sy to see that this 
change will elevate a new class into the possession of 
the franchise. Houses which were rented at £8 in 
1S48, as a general rule are now rented at £10, which 
secures the firanchiue for the occupiers ; and this rise 
of rents, we helieve, will steadily progress. Indeed, in 
an old and rich country like ours, where population, 
trade, and wealth are steadily increasing, there is a 
tendency even in ordinary times for rents to advance, 
— producing, of course, a corresponding extension of 
the franchise. Taking the case of England, in the 
nineteen years before the new gold-supplies came into 
play, we find (from Dod's Electoral Facta) that be- 
tween 1832 and 1851 the re^tered electors for bui^ghs 
increased one-half, and those for counties more than 
one-third, while the total population increased less 
than one-third. The figures stand thus : — 

1S3S. isgi. 

Total regiitered elwton, . 619,213 874,191 

Total popnlation, . 13,091,005 I6>819,017 

These figures show that in England, in the nineteen 
years subsequent to the Beform Sill, the electois in- 
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creased in nnmbers one-sixth &ster than the populatioa 
The case of Ireland, owing to the great social and politi- 
cal changes which took place in that country in the 
same period, is valueless : nevertheless, as a matter of 
&ct, we may state that between 1832 and 1851, while 
the population had decreased about one-seventh, the 
registered electors had more than doubled in number. 
Scotland in many respects furnishes a safer test than 
either England or Ireland, as there has been no dis- 
turbance as regards the increase of its population, and 
also inasmuch as it has no forty-shilling freehold fr«a- 
chise, by means of which factitious additions can be 
so easily made to the constituencies. And the statis- 
tics for Scotland show that whereas population in the 
nineteen years subsequent to 1832 increased less than 
ODe-fourth, the electors increased more than one-half. 
The following are the figures : — 

isat. 1SH. 

Popul&tton, . . 2,366,114 2,870,784 

Eleotore, . . . H4« 87.777 

Electoral returns, it is true, are very unsafe data to 
employ in a question of this kind, for the number of 
householders placed upon the roll is greatly influenced 
l^ periods of political agitation or apathy, and still 
more by the laxity or strictness observed in pui^ug 
the roll. But if we exclude these data altogether, it 
will nevertheless be obvious that the vast increase of 
commerce, employment^ and wealth, conseqnent upon 
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the gold-discoveries, by gradually raising house-rents 
and the condition of the people, will steadily carry on 
this natural extension of the Parliamentary franchise. 
We think, then, that the small minority of " advanced " 
liberals, who bewail the failure of Lord Eussell's 
projects of Parliamentary Iteform, may taike comfort, 
seeing that, gradually and surely, a virtual lowering 
of the franchise is taking place sufBcient to satisfy 
the desirea even of the most ardent believer in the 
wisdom of the masses. 

Halcyon periods of unbroken quiet and prosperity 
are of rare occurrence and of brief duration in the his- 
THB oooD **"7 "^f ^'^y country. There is always a sha- 

TiMEft. Jq^ — always a drawback. Wars and cala- 
mities we may expect in the future, as we have met 
them in the past. Nevertheless there are times when 
the social condition of a people improves with a 
rapidity and to an extent which are exceptional in ita 
history. Such a period, we believe, this countiy — and 
in some d^:ree the whole civilised world — has now 
entered upon ; and the chief agent (though of course 
not the only one) in producii^ this period of prosperity 
is the new and great supply of the precious metals, 
which enables eveiy country to extend its foreign com- 
merce to a degree impossible before, and, by means of 
that commerce, to obtain more employment for ita 
people, and increased profits for its traders and capi- 
talists. £very one has been surprised that so great a 
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caUmity as the Cotton Famme has weighed upon us 
so lightly ; hut if we look into the case thoughtfully, 
we shall see that the great mitigator of the calamity 
has heeu that increase of our trade with foreign coun- 
tries, which but for the gold-discoveries we had not the 
means of carrying out Providence sends hard times 
upon the world occasionally ; now it sends prosperity. 
A prosperity, indeed, not uncheckered, but apparently 
more full of promise and of social advantages than any 
which the world at large has yet witnessed. 
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Of all the iuyentions of which Necessity is the stem 
mother, the inventions of Economy are the most pro- 
minent at the present day. Many new forces have 
recently heen discovered and placed under the control 
of man, but it is the utilisation of hitherto useless 
things which still more peculiarly characterises our 
times. What our forefathers neglected or despised, 
we have learnt to appreciate ; what they threw away 
we carefully gather up. Nothing is too small or too 
mean to be disregarded by our scientific economy. 
The seeming rubbish aad fag-ends of creation, which 
OUT ancestors would gladly have thrown over the 
garden-wall of the world into the limbo of chaos or of 
space, are now converted to profitable purposes, con- 
ducive to the greater comfort and prosperity of life, 
"Waste nothing" is the key-note of our material 
industry. In the farm and in the maniifactoiy, and 
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not least among the vaat hives of population in our 
great cities, the word " refuse," in its old sense, is well- 
nigh exploded. We now see that everythii^ is of vtae, 
if we take it to the right place, and put it to its r^ht 
purpose. Just as the &mier turns even the weeds to 
accoTint, as a manure for the fields which they encuni- 
hered, so is it in all the other branches of industry. 
The making df many small gains is now considered 
a safer and more profitahle mode of business than 
aiming at a few large ones. It is the utilisation of 
u^lected resources, the accumulation and concen- 
trated appliance of a thousand forces or savings, each 
trifling of itself, which is the basis of our extending 
power. We are economising our Money, like evety- 
thing else: and this economy of capital, almost as 
much as the new gold-mines, is the agency which 
is giving to commerce its enormous expansion. 

The first gold-seekers in California, we are told, 
did their work so rudely and imperfectly that their 
successors, when they came into the field with new 
and better appliam:es, found it a profitable business 
to occupy the old diggings, and extracted from the 
despised heaps of refuse about as much of the precious 
metal as had been obtained by the first workers. The 
first comers thought only of nuggets and large prizes ; 
the later ones sought their chief gain in concentrating 
and extracting the invisible grains of precious ore 
from over a wide and apparently unpromising field. 
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The appliances of Bankmg have a similar effect in 
oar social s^Btem. They have economised enonnously 
the wealth of every coantry in which, like onr own, 
they have been well developed. 

Even in Eogland, until lately, hankiiig was in a 
rudimentary state. The private banks of London, in- 
deed, were perfect of their kind : their pro- 
prietary possesses the wealth which ia re- 
CLnisite to inaore confidence, and the practised abil- 
ity (in most cases an hereditary experience) which 
insuree efficient admini&tratiou. The private banks 
throughout the country, on the other hand, could not 
be relied on as possessing either of those requisites, 
and were especially deficient as r^ards their amount 
of capital The introduction of the joint-stock system 
— only recently adopted in England, though it has 
existed for more than a century and a half with 
marked success in Scotland — has given an immense 
expansion to banking, and has proportionally increased 
the available capital of the nation. 

It ia to Scotland that we must still look to see the 
economy of capital in the most perfect form that haa 
yet been devised. There, every little country town has 
its bank or banks, branches of the parent institutions 
in the capital Each of those branch-banks becomes a 
reservoir for the spare money of the surrounding dis- 
trict The sheep-fiirmer, as he returns with heavy 
purse &om the &ir, and the grain-iarmer, as month by 
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month he receives payment for hie sales, hasten to 
deposit their money in the hank, — ^vheie it is not 
only kept secmely and at call, but where a moderate 
rate of interest is paid on the amount deposited. The 
country shopkeeper, in like manner, and even the cottar, 
take thither their small gains, to be ready for the pay- 
ment of -wages or of rent ; and the great landowneiB of 
the district receive their rents through the same channel. 
The managers of these branch-banks, living in the 
midst of each district, and knowing well the character 
and circumstances of those who deal with the bank, 
are ever ready to lend timely aid to any of their cus- 
tomers who are in need of it, and who are deserving 
of confidence In this way two great objects are 
gained. Each man in the district, instead of (as for- 
merly) keeping his savings in a strong chest, or hid in 
an old stocking, is now richer by receiving interest on 
his money from the bank; and the industry of the 
district is at the same time fostered by the advances 
(in the shape of cash-credits) which the bank-man- 
agers are ever ready to make upon moderate terms to 
worthy customers. While the district is Uiua bene- 
fited, the greater part of its sniplus money is trans- 
ferred to the central banking establishments, where it 
is profitably employed in the discount of mercantile 
bills, and in other ways which are all more or less 
conducive to the development of industry and the 
e^>ansion of commerce. The spare money of the 
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country, the accumulation of hundreds of petty sav- 
ings, is transferred to the chief seata of industry, 
and is made to quicken the wheels of trade and 
mannfitcture, and thereby increases employment and 
profits throughout the whole country. In short, the 
general commerce and prosperity of the country is 
immensely increased, at the same time that each 
district is separately benefited. Hence it ia that a 
country so poor and so thinly peopled aa Scotland 
has, during the last hundred years, made such rapid 



Ei^land, in proportion to her population, still more 
in proportion to her wealth, la^ed &r behind Scotland 
in her progress in the appliances of banking. Never- 
theless, her progress in this line during the last fifteen 
years has been remarkable. Irrespective of private 
banks, the joint-stock banks already established, along 
with their branches, amount to about 1600 — spread 
over the country, and forming so many centres for 
receiving and utilising the spare money of the nation. 
So successful have been the joint-stock banks of Lon- 
don (of which there are now twelve), that the amount 
of deposits intrusted to them is at present upwards of 
£80,000,000. The following statement of the de- 
posits, paid-up capital, and the rate of profit during 
the last twelve months, demonstrates the success which 
has attended the leading establishments of this kind 
in the metropolis : — 
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In the English proTinces, the introductioii of the 
system of joint-stock banks has proved equally suc- 
cessful — especially iu the gieat seats of manufacturiog 
industry. For example, for the first six months of 
1863, the Birmingham Joint-Stock Bank paid a divi- 
dend at the rate of 10 per cent per annnm ; the Shef- 
field Union Bank, 10 per cent; the Sheffield and 
Botherham Bank, 12^ per cent; the Bradford Banking 
Company, 17J per cent; the Huddersfield Banking 
Company, 26 per cent ; the Yorkshire Banking Com- 
pany, 29^ per cent ; and the West Eiding Union Bank- 
ing Company, 47^ per cent For the subsequent twelve 
months these rates have doubtless been still greater. 
For it appears Arom the returns of the London joint- 
stock banks that, owing to the high rate of discount, 
the profits of banking were one-fourth lai;^ in the 
* See *1m Ajfiendiz A. 
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last six monthaof 1863 than in the previona half-year ; 
aod during the first half of the present year, as is 
shown in the preceding table, the profits of banldng 
have been still ^ater. In fact, every rise in the 
Bank of England's rate of discount is tantamount to 
an increase in the profits of banking. 

In the United Kingdom the number of existing 
banks and branch -banks is said to be about five 
thousand ; and the amount of money deposited with 
those establishmenta cannot be less than three hundred 
millionB sterling. We may add that, on the 30th 
January last, the capital deposited in Savings-banks — 
in other words, the spare money of the lower classes, 
concentrated and economised — amounted in the ITnited 
Kingdom to £43,616,000. Of this amount 3f millions 
were deposited in the recently established Post-office 
Savings-banks. 

In Scotland there are thirteen banks (five of which are 
minor and provincial), with 616 branches ; and all of 
BABxaoF these banks issue notes of their own, of 
'*"""■ the value of £1 and upwards. The currency 
of Scotland consists entirely of paper-money — gold- 
money, which the English people prize so much, being 
regarded by the Scotch as alike cumbrous and expensive. 
The paper-money issued by the Scotch banks amounts 
to four and a half millions sterling: against which they 
hold nearly two and a half millions of specie. Indeed, 
so thoroughly secored are not only the issues, but also 
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the deposits, of the Scotch banks, that in no case has 
any one of them foiled to dischai^ge every farthing of its 
liabilities. In Ireland there are six banks of issue, 
vith a note-circolation of about six millions, — of which 
amount about two and a half miUioos belong to the 
Bank of Iieland. In England there are 204 banks of 
issue, and the amount of their notes in actual circula- 
tion averages about twenty-seven millionfl. Of this 
amount, fully twenty millions belong to the Bank of 
England, — three millions to joint-etock banks of issue, 
of which there are 61, — and three and a quarter mil- 
lions to private banks of issue, of whidi there are 142. 
Since 1844^5, the expansion of the use of paper- 
money in this country has been checked. By the 
Acts then passed, no new bank of issue was allowed 
to be established; and for all additional issues of 
notes on the part of existing banks, it was made 
imperative that they should keep on hand an equal 
amount of gold. In England, where there are no 
notes of less value than £5, and where consequently 
cheques serve almost all the purposes of bank-notes, 
this restriction is of little moment But in Scotland, 
where the greater part of the currency consists of £1 
notes, the restriction is felt as a hardship, and as an 
imcaUed-for interference on the part of the Govern- 
ment It was an interference with the freedom of 
issue which had, previously prevailed in Scotland, 
and it has also produced a waste of capital in the 
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Scottish currency. For every addition to the note- 
circulation of Scotland, the huiks have had to pntchase 
and keep on band an equal amount of Bpecie — a con- 
dition vtiich neutralisee the economy of capital which 
it IB the sole use of bank-notes to effect Moreover, 
by the failure of the Western Bank in 1857, a portion 
of the Scotch note-issues against which it was not 
necessary to hold specie, amounting to £337,000, 
lapsed, and bas not yet been restored. The present 
CbancelloT of the !Exdieqnei acknowledges the jus- 
tice of the demand for the restoration of these lapsed 
issues ; and probably the existii^ banks will ere loi^ 
be empowered to replace them. 

It is only the portion of a nation's capital which 
exists in an available fonn that adds to the power and 
resources of a State. Twenty million pounds sterling 
lying in the strong-boxes of half a million little trades- 
men and &nners, is so much money lost to the na- 
tional induatiy; but the same sum concentrated and 
lent out in the form of discounts, and other commer- 
cial advances, would give additional employment to 
the worldng-cIasBes, increased wealth to the trading 
community, and greater power to the State. Banldi^ 
is the agency by which this desirable end is accom- 
plished ; and we are not surprised that, both in this 
country and on the Continent, banks and credit com- 
panies should stand high in public favour. Within 
ihe last dozen years, France has done wonders in sup- 
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plying hei defects in this respect. The ahares of the 
Credit Foncier (250 bancs paid) are now at 1210 
francs ; those of the Credit Agricole (100 fi'aiics paid) 
are at 740 francs; those of the Credit Indiistnel et 
Commercial (125 francs paid) are at 755 &ancs ; and 
those of the Credit Mobilier (500 francs paid) are sell- 
ing at 1000 francs : and before the present tightness 
of the money market, their value was very mach 
higher. France has only one bank of isane, ihe 
Bank of France, although it U a controverted point 
whether it be legally endowed with a monopoly 
of the right to issue notes. It is an admirably 
managed institution, and has rendered important 
services alike to the State and to the country. In- 
deed, looking at the many seasons of difficulty which 
it has Buccessfolly surmounted, without occasioning 
any of those fearful panics and crises which are the 
bane alike of this country and of the United States, 
we think the Bauk of France is fably entitled to be 
considered the best managed bank in the world. It 
baa fifty-three branches, and the number is being in- 
creased every year— the Bank being bound by law to 
establish a branch in each of the eighty-nine Depart- 
ments within a given period. The number of "bankers" 
in France is 2300 or 2400 ; but the term bankere in 
France often — in fact generally in the provinces — 
means only bill-diBcounters. The use of cheques is 
still very limited ; and, chiefly in consequence of tiiis. 
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there is a great waste of capital, owii^ to the amount 
of metallic money in uae. The metallic cnirency of 
]fr&nce has been estimated at ficom £200,000,000 to 
£280,000,000 ; bnt doubtless it has been considerably 
on the decrease of late years ; and the last estimate 
of its amount which we have seen states it at from 
£160,000,000 to £200,000,000* 

In Turkey, British and French capital is reaping 
great profits by the establishment of banks. But of all 
the countries of the Continent, Austria (bating the 
political shocks by which she is menaced) is the one 
which presents the finest field for banking. So una^ 
vailed of hitherto have been the appliances of banking 
in that country, iiuA, the Austrian Government has 
kept its balances (about five or six millions sterling) 
locked up in its own vaults : thereby losing interest 
on the money, and keeping idle and useless a laige 
sum which, if confided to a bank, would be employed 
in giving direct support and expansion to the com- 
merce and industry of the empire. In India, also, 
new banks are being rapidly established. In Austra- 
lia, New Zealand, the Cape, British Columbia, Mexico, 
and among the States of South America — indeed, all 
over the world — English capital is seeking investment 
in the formation of banking establishments. In truUi, 
it is a remarkable fact that the Age of Gold is becom- 

* Speech of the Duke de Mornj, in the Oroya Legisl'tif, on tiie 
20th of May 1864. 
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ing also the age of Banks, — and that the extraordmaiy 
increase in the supply of the precious metala has been 
accompanied by a not less extraoidinary increase in 
the means for economising them. 

In no conntiy in the world does the economy of 
capital approach to the comparative perfection which 
has been atttdned in the British Isles. But there are 
improvements yet to be made ; and in London itself a 
change is at work which ere long will effect a revolu- 
tion in oar banking-system. The day of the private 
banks is drawing to a closa They are still as sound 
and as ably managed as ever, but it is easy to see that 
they are destined to wane before the new rivals that 
are taking the iield. The great private banks will 
last, indeed, for many a day, and will continue to 
yield lai^ profits, — ^but no new private banks will be 
started. 

The private banks in London, like the Bank of 
England, used to pay no interest to their depositors, 
faiTATB however large the amount deposited, or how- 
"""■ ever long it might lie in the bank. This 
was a great drawback on their popularity, after 
the joint-stock banks started; and recently some of 
the private banks have begun to give interest on 
nearly the same terms as their new rivals. On the 
other hand, they have cert.ain advantages peculiar 
to themselves. From having a narrower and more 
select range of business, and consequently knowing 
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their costomera unusually well, they are more ready 
to make advances to their customers, and (which is 
a great point with men in husiness) do so more pri- 
vately, than is the case with the joint-stock banks — 
which are necessarily fettered hy rules, and where the 
managing power is a board of directors. Men who 
are engaged in an extensive husiness, not seldom re- 
quire a temporary advance in order to enable them to 
execute some large order, but, most naturally, they 
are reluctant to make a statement of their affairs which 
will be brought under the notice of a board of direc- 
tors ; whereas they need have no such delicacy in 
applying to the head of a private hanking establish- 
ment Again, as regards efficiency of management, 
the private banks of London cannot be surpassed — ^we 
may say, cannot be equalled ; for they are managed by 
the proprietors themselves, who have a deeper interest 
in the welfare of the establishment than a salaried 
manager can have, and who also, in most cases, have 
an hereditary experience in banking. 

Nevertheless it is found that, as a rule, the joint- 
Btock system of banking is the more popular and ad- 
jonrr-srooE vantageouB : and this in the end will de- 
"*""■ cide the question between the rival sys- 
tems. A board of directors, elected by the share- 
holders, and each having a separate business of his 
own to attend to, certainly does not constitute a beau- 
ideal of management ; although the defect is partially 
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ledeemed by the appointment of a permanent manager. 
But it is found that the immense sums at the disposal 
of joint-stock companies, compared with those at the 
command of private bankers, gives them an advantage 
which enables a moderately good management to 
realise greater profits than can be attained by the 
most talented mam^ement of lesaer sums. The lai^ 
amonnt of Bubschbed capital which joint-stock banks 
offer as security, the publicity given to their balance- 
sheets, and, most of all, the interest which they allow 
upon money deposited with them, render them moie 
popular than the private banks ; their system of 
branches, and their large ntunber of shaieholdera, give 
them a wider sphere of operations ; and the high 
profits which they generally pay render them attrac- 
tive to capitalists who desire to engage in banking. 
Joint-stock banks wiU continue to increase, and the 
private banks will slowly die out* The private banks 
of London, indeed, as was suggested some years ago by 
Mr M'Leod, might themselves unite together, and form 

* In 1S40, Lord OTentone, in bia evidenoe before the Parlia- 
mentary Committee on the Bank Charter, condenaed the joint- 
stook ByEtem as quite inapplicable to banking. ' ' I think joint-stock 
banks," he said, "are deficient in eTet^ftbing requisite for the con- 
duet of banking bnaineBa, except extended reaponaibility." And 
this opinion ia quoted with approbaition by Mr MVulloob in hia 
CotmiKr^al Dictionary ao late aa 1S59. Yet only a tew montha 
ago, the great private banking firm, of which Lord Overetone WM 
■o long the head, gave up bneine«« ; and, with the expreu api«oral 
of hie lordahip, transferred their bnaineaa to the London and Weat- 
minater Jomt-Stod Bank 1 
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ajoint-stock bank of unequalled prestige and reaonrces; 
but so maoy private questions of punctilio and pre- 
cedence would liave to be overcome before such a cor- 
poration could be established, that auch a project is 
not capable of realisation. Nevertheless, that the pri- 
vate bankers of London are not blind to the tendency 
of affairs, is evidenced by the union which has re- 
cently taken place between two of these banks (Messrs 
Heywood & Kennards' and Messrs Hankey's) and 
the Bank of Manchester — which three banks, unit- 
ing the advantages of both systems, now form a joints 
stock company under the name of the " Consolidated 
Bank."* 

That banking is a highly profitable business is evi- 
denced by the statement which we have given of the 
PB0FIT8 or profits yielded by some of the leading bank- 
BAKEina. JQg companies. A successful bank in Eng- 
land, it appears, pays a dividend rangii^; from 15 to 
25 per cent, with no trouble whatever on the part of 
its shareholdera. Sometimes the dividend reaches 
the enormous rate of 60 per cent How comes it, it 

* Since thia wm written (Feb. '64), mch banking anuJgaaurtiona 
have prooeedad on t Urge aotle, vix. : -Jonet, Llo^ ft Co>'a buik 
with the London and Weitminater ; Bimett, Ho&rea, ft Co. with 
Htuilniry'a uid Lloyd's ; Conie'twithQlyn'i; Robarte' witii Lub- 
bock's ; Mutermon'i with Bank of Agn ; A. Spielnuut ft Co. with 
the London, Hamburg, ft Contiiientiil Exohaoge Bank. Some joint- 
«tock banks h»T« likewise amalgamated, riz. . — the English ft Irish 
with the European, and the Bank of Hindostau with the Bank of 
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will natnially be asked, that banking yields such very 
laige profits} The essential leqnirement of good 
bankiDg Is secarity for the depositors. IndiTidual 
traders, whose failure or succeas affects only them- 
Belves, may apply their money in any way that ap- 
pears to them moat likely to yield the laigest profits. 
But a Bank trades with other people's money ; and 
the paramount consideration with the pubHc, when 
placii^ their money in bank, is tecwrUy. The science 
of banking consists not in employing money at the 
highest rates, but in the safest manner. And this is 
generally dona The explanation of the large divi- 
dends paid by successful banking companies is, that 
they obtain a profit on their depositors' money as well 
as on their own. The capital of a banking company 
may be two or three millions sterling — ^that amount 
being liable to be called up, if necessary, to meet the 
engagements of the bank; but only a part of that sum 
is paid up. The larger the capital, the greater is the 
security for depositors ; and the greater the security, 
the greater is likely to be the amount of money in* 
trusted to the bank's keeping. On the other hand, the 
smaller the amount of capital paid up, the greater 
(cwferis parttufl) will be the percentage of profits to 
the shareholders. Say that a bank (which may have 
a subscribed capital of two or three millions) has 
£1,000,000 paid up, and that its deposits amount to 
£15,000,000 — then it can deal vrith sixteen times the 
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amount of money invested by its shareholders ; and 
thus, instead of (say) 5 per cent, its grosa teceipts 
will amount to 80 per cent. The net receipts or profits, 
of course, are much less, — because the interest paid to 
depositors,* costs of management, &c., have to be de- 
ducted: nevertheless, it is easy to see how such a bank 
will pay 25 per cent This, then, is the secret of the 
high dividends paid by the English banking com- 
panies. In Scotland, however, the banks rarely pay 
a dividend above 9 or 10 per cent *. a much larger 
portion of their profits being given to their customers 
in the shape of interest, and their reserves also being 
laiger in proportion to their liabilities than is flie case 
with the English joint-stock banks. It seems to us, 
indeed, that the present high profits derived from 
banking in England are quite abnormal i they cannot, 
and ought not, to last. 

The English joint-stock banks are still, we think, 
defective iu some of their arrangements. These lack 
simplicity — and simplicity, as has been proved abun- 
dantly, is a matter of first-rate importance in the pro- 
motion of business. Most of them pay interest only 

* The propoition which the amount of intareat paid to depoaitoni 
bean to the net profits of a bank u depeudeat partly on the akill 
of the management and partly on the state of the money market. 
In the case of the Onion Bank of London, during the laet six months 
of 1863, the proportion was one of equality, — the interest paid and 
due to depodtors being £112,000, and the net proGta, after making 
ample provision for bad and doubtful debts, being £114,000. See 
also Ai^iendix A. 
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on such corFeDt-accotuits as never fall below a certain 
amount (generally £500) ; and they vary their rates 

according to the length of time the money is 
noLiBH placed at their disposal* This is a great 

improvement on the system of the Bank of 
England, -which gives no interest at all, — bat It is still 
defective. The immemorial practice of the Scotch 
hanks has been to pay a uniform rate of interest on 
evei^' sum deposited with them, however small, and 
for however short a time. Recently, in Kovember 
18R3, the Scotch banks resolved to allow their cus- 
tomers the option of having interest calculated as be- 
fijre — i. e., on the daily balance — or on the minimnm 
montJily balance of their accounts; the banks allowing 

* Then U a great and perplexing diveraity in the practice of tile 
LoDdon joiot-stack banlEB in this respect Some o( them pay no 
interest at all upon current- accoonta which at any time during the 
year happen to fall below £500. Of the more liberal cUu of banka 
we may take the ease of the recently- eetabliabed Allianoe Banlc, 
the custom of which u as follows :— If the balance shall not at any 
time during the half-year have been below £S00, interest at the rate 
of 2 per cent per Bum"" will be allowed on the minimum monthly 
balances ; if not below- £200, 1 per cent will be allowed ; if below 
£200, no iatercat. It is obvioui that, under the genend sfatem of 
these banks, a current-account which may average £500 on the 
whole year may yield no interest at all, owing to a tempoMty fall 
below the limit of £200) and on aceoimta which keep above this 
limit, aa interest is paid only on the lowest sum at which the 
account may stand during the month, the depositor will io general 
raoeive interest on little more than two-thirds of the average amount 
which he has in bank throughout the month. Upon these current- 
accounts, too, the interest never exceeds 2 per cent. Upon sums 
received in depotit, the Alliaoce Bank pays interest at the current 
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in the latter case, and also on deposit-receipta, ooe per 
cent higher interest. Bat this change is only nominal, 
and the rate of interest substantiallj lemaina the same 
on all sums : for it is obvious that, though the interest 
given in the latter case is higher than in the former, 
it is paid upon a lesser amount The practice of the 
Scotch hanks is entirely opposed to the pecuHar fea- 
ture of the English joint-stock banks — namely, the 
non-payment of interest except upon comparatively 
laj^ sums. The English practice has these advan- 
tages, that it saves the bank a little trouble, and adds 
greatly to its profits ; it also enables it to pay a higher 
rate of interest upon deposit-accounts, by paying little 
or none upon current-accounts. Its great defect, in a 
national point of view, is that it holds out no temp- 
tation to small capitalists, — the average cash-balance 
of each of whom may be only £100 or £200, but 
whose capital in the a^regat« would amount to a very 
large sunL Too large to be received by the savings- 
banks, too small to obtain interest from the banks, 
these little capitals have not yet been looked after in 
England In Scotland, on the other hand, they are 
attracted into the common reservoir, and constitute no 
insignificant portion of the motive power which drives 
the wheels of industiy and commerce. England is so 
enormously wealthy, and the habits and ideas of the 
English are so mnch in accordance with their con- 
dition, that they are still careless of this portion of 
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the national resources ; but the Seotch, in the school 
of necessity, have become more careful in economical 
science, and in this matter their example may be fol- 
lowed with advantage by their EDgUsh brethren. If 
the English joint-stock hanks are to establish branches 
throughout the country in the manner of the Scotch 
banks (as we hope will be done in course of time), 
they will find it indispensable to alter their practice, 
and frame their rules so as to suit the wants of the 
smdl capitalists, farmers and shopkeepers, who form 
the bulk of the population in the country districts. 

The heart of this great system of banking, which 
now overspreads the whole country, is the Bank of 
England. It was founded in 1694, and the Bank of 
Scotland in the year following. Both of these banks 
owed their origin to the same man — ^William Paterson, 
M.P, for Dumfries. The project of the Bank of Eng- 
land was ultimately taken out of his hands ; but he 
had his own way in the establishment of the Bank of 
Scotland. And the issue in the two countries was 
very different— fraught with great benefit to the one, 
and with repeated disaster to the other. In Scotland 
the first established hank claimed no monopoly : bank- 
ing was made a free trade. In England the Bank soon 
claimed and obtained a monopoly. No other joint- 
stock bank (no banking company having more than 
six partners) was allowed to be established in Eng- 
land. In 1826, after more than a century of complete 
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leetrictioQ, this monopoly was narrowed to the district 
within sixty-five miles of London ; in 1844 it was 
finally abolished, but the right of new banks to issue 
notes was taken away. 

Mark the results on the welfare of the two countries. 
One by one, as th^ were needed, joint-stock banks 
were established in Scotland, having their head-offices 
in the capital, and gradually extending their opera- 
tions by the establishment of branches throughout the 
provinces. In this way a small number of banks suf- 
ficed. Banking, free and unshackled, grew with the 
growth of Scotland. Each branch-bank bad a local 
manager, and dl were in perfect union with the bead- 
office in the capital The head-offices in Edin- 
burgh, again — the parent-establishments — were all in 
coimection with one another; each receiving the notes 
of the others ; having a weekly "clearance," or balan- 
cing of mutual accounts ; and each having a pretty 
good idea of the general business and position of the 
others. Thus banking in Scotland was (1) established 
in the best form — namely, almost entirely upon the 
joint-stock principle ; and (2) the banks established in 
the capital, while ramifying through the country, can 
mutually support one another in times of temporary 
difficulty or panic. After lasting for a centniy and a 
half, free-trade in banking was brought to an end in 
Scotland by Sir R Peel's Act of 1845, which propi- 
tiated the existing banks for the restrictions then 
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imposed upon them, by conferrmg npon tliem a viituBl 
monopoly. The Act, it U trae, places no restrictions 
on simple banking — only on the right of issuing notes : 
but, owing to the peculiarity of tfie Scotch currency, 
no bank has an adequate chance of success which can- 
not issue its own notes. Such, at leasts is the case 
at present. Happily, as the Scotch banks compete 
esgeily with one another in the establishment of 
branches, leaving no district unoccupied, the mono- 
poly has not acted injuriously — unless it be in making 
the banks chime in too readily with any proposals of 
the Ckivermnent for the sake of having their monopoly 
undisturbed. The principle is a bad one, bat the fruits 
as yet have not been evil 

In En^and, the monopoly of the Bank prevented 
for more than a century the formation of any other 
joint-stock bank; neither did the Bank of England 
occupy the field itself by establishing branches through- 
out the country. But, as a want of banks was felt, 
private individuals came forward to do what would 
have been far better done by joint-stock companies. 
Private bankers started up in every town, receiving 
deposits and issuing notes of their own — many of 
them able and honest men, some of them not, but 
none of them possessing the extended resources of a 
joint-stock company. Moreover, by a sad fatality, 
even when the monopoly of the Bank began to be 
relaxed, in 1826, the provision that no joint-stock 



ibyGoogIc 



86 THE ECONOMY OP CAPITAL. 

bank should be established within 65 miles of London 
yras one of the most injurious that could possibly be 
devised. The consequence has been, that there is 
neither system nor connection among the English 
banks. The banking establishments do not ramify 
&om London, as a centre; they exist, for the most 
part, independently of one another — head-banks being 
found all over the country, with few or no branches, 
end with no point of union with their neighbours. 
This is an expensive system, for head-banks are estab- 
lished sometimes where branch-banks would suffice ; 
it is chaotic and without method ; and it is needlessly 
perilous. 

The Scotch banks can, and do, help one another 
most efBciently ; the English hanks can do so but im- 
, perfectly. The latter (ontil recently) have 
had to grow up everywhere except in the 
metropolis ; and accordingly they lack central represen- 
tatives, and find it difficult to combine for mutual sup- 
port. All banks exist upon Credit : let that be broken, 
and not even the best and strongest of them can exist for 
a day. It is alike the duty and the interest of banks to 
support credit If, for example, in times of panic, a 
mn be made upon one of their number whose position 
they know to be sonnd, they ought at once to unite in 
support of Uiat bank. This is the best, if not the only 
effectnal, means of arresting a panic — ^that wild unrea- 
soning fear which grows with every disaster which it 
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produces. The foil of one bank only Increases the run 
upon the others : but united action upon the part of 
the banks (at least if the Bank of England were nn- 
tiammelled by legislation) would be adequate to resist 
a greater panic than has yet arisen. 

Without union, no banking system can resist the 

efTects of a panic. A panic strikes at the root of all 

banking. The rules of banking are based 

PAMIOB. ° 

Upon the amoiint of money necessary to 
meet the ordinary demands of the public, whether 
in the cashing of notes or withdrawing of deposits. 
But if a run takes place for any considerable portion 
of deposits, the bank must close its doors. Bank- 
ing was never designed to meet such emergencies. It 
is no sloi upon a bank that it ^cannot sustain sach 
an abnormal pressure. The Bank of England itself 
would break down at once under such a trial Panic 
is a temporaiy collapse of public credit — a rupture of 
our whole fabric of material civilisation — a national 
epilepsy. To think that any legislation will sufBce to 
render banks able to withstand such an abnormal 
pressure, ia simply absurd. If banks had always to 
keep on hand resources adequate to meet a panic, 
this could only be done by keeping their deposits an* 
employed, in their vaults : in which case there would 
be no profit (only expense) to the bankers, no aid to 
commerce and employment — ^in fact, no banking at all. 
Nevertheless, strange to say, the banks themselves, by 
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their action, have &equeQUy iDdnced this most terrible 
of monetary tempests. 

As this is a point of great importance, we shall 
illustrate it by referring to some cases where the iacts 
are so clear as not to admit of dispute. 

Let m take first the panics of 1793 and 1797. In 
1792 trade had been unusually, if not excessively, 
oTO iioKi- brisk ; and at the same time, as the year 
T*8Y oRuca. pn^reased, political agitation assumed for- 
midable proportions. Acts of riot and insurrection 
took place, and when war with France was declared 
at the end of the year, the public inquietude almost 
amounted to panic. Bankruptcies had doubled in 
number before the close of the year, and " the declara- 
tion of war gave a shock to credit, which was already 
sta^erii^." On the 15th Februaiy a house of con- 
siderable magnitude failed ; and on the 19th the Bank 
of England refused the paper of Lane and Company, 
who stopped next morning with liabilities to the 
amount of nearly a million sterling. " In the mean 
time, the panic spread to the bankers." The run com- 
menced on the banks in Newcastle, which were per- 
fectly solvent, but which, in consequence of the run 
upon them, were obliged to stop payment " The 
panic immediately spread throughout the country." 
In the west of Scotland, also, there was " the greatest 
distress from the total destruction of credit," which 
calamity was produced by " the refusal of the Glasgow, 
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Paisley, and Greenock banka.to diBcount." The mone- 
tAiy pressure extended also to the London banks. 
" The extraordinary state of credit [to speak cor- 
rectly, the total collapse of credit] had obliged every 
person connected with trade and money-transactions 
to gather in and husband eveiy resonrce to meet all 
demands" — thereby, of course, greatly lessening the 
ordinary circulation. In these circumstances, "the 
GovemmeDt urged the Bank to come forward and 
ST^port credit, but they resolutely declined. When 
the Bank adopted this perverse course, uniTersal 
fidlure seemed imminent." The Giovemment, how- 
ever, with Pitt at its bead, wisely took the matter 
into its own hands ; and, acting on the advice of 
Sir John Sinclair, made an issue of Exchequer bills, 
which acted like magic in sustaining public credit, 
and at once put an end to the crisis.* 

The panic of 1797 was produced entirely by poli- 
tical causes. There had been no over-trading of any 
kind. In December '96 took place the French ex- 
pedition under Hoche for the invasion of Ireland, and 
in the February following a French frigate landed 
1201} men on the Welsh coast " At this time the 

* See M'Leod'i Theory and Practice of Boating, ToL ii. p. 
SS-72. We prefer to nuke our quot&tioni from thii work, becMUe 
it U the ableat on the subject of which it treats ; and rtill more. 
bectuue on thii point Mr M'Leod'a Etatemeot of facti is, to & con- 
■iderable extend that of an antogunUt to tbe deductioni which wa 
make from them. 



fbyCoOglc 



90 THE ECOSOMY OP CAPITAL. 

banks at Newcastle bad a more than ordinary demand 
npoQ tbem for cash ; because, in addition to the 
mann&ctories and coIlierieB, the number of troops 
stationed in that part of the country had been con- 
- siderably augmented. The banks had imported an 
extra supply of cash to meet their expenses, and were 
negotiating for more," when the panic broke upon 
them and compelled them to stop. " The news of the 
stoppage of the Newcastle banks spread like wildfire 
throughout the country, and soon reached the metro- 
polis. The drain upon the Bank of England now be- 
came a run," till on the 25th the specie was reduced 
to £1,272,000. " Before this, the Directors, in a state 
of utter bewilderment at the state of die country, had 
used the most violent efforts to contract the issues. 
In five weeks they had reduced them by nearly 
£2,000,000. But even this gave no true idea of the 
curtailment of mercantile accommodation, for the 
private bankers were obliged, for their own security, 
to foDow the example of the Bank." Next day 
(Simday), to prevent the total stoppage of the Bank, 
an Order in Council was issued, authorising it to 
suspend cash-payments. And yet the position of the 
Bank was not only perfectly solvent, but such as to 
show a surplus of nearly £4,000,000 sterling — over and 
above the debt due by the Government to the Bank, 
which amounted to £11,686,000. So suicidal was 
the policy of restriction pursued by the Bank, that 
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ereD the Ballion Committee of 1810, despite their 
morbid dread of " over-iBsuea," explicitly condemned 
' its conduct in thia respect, both in 1793 and in 1797.* 
The other case to which ve shall refer, in illustra- 
tion of this &tal bat common error in banking, is that - 
of the American crisis of 1857. The crisis began in 
the August of that year with the faOure of the Ohio 
life and Trost Company, which held deposits to the 
amount of £1,200,000, and of two or three other large 
firms. By this stoppage of payments great embarrass- 
ment and partial loss were occasioned to individuals, 
and also to the banks which had made advances to 
those firms ; at the same time railway property and 
financial establishments of all kinds became greatly 
depreciated, chiefly owing to the efforts of an organised 
band of speculators.'!' Hiereupon the American banks 

' Mlieod'a Theory and Practice </ BaiJa-ng, vol ii p. 68.02. 

t " Than is actiully a powerful ootnbination for tbe avoved pnr- 
pofls ol briDging «11 the principal nndertakiDgB to nuD. Unlike 
those of any other comitrj, the Dtajori^ of the leading specolaton 
of New York are devoted to the task of deprecitting the national 
credit Whether this arise* from the extent to which Anerioau 
■ecorities are held by foreigneie, need not be diicowed. A large 
body of active peisone are kooim to be awodated for the purptwe ; 
they influeoce the press, to wolk ont their views, and are alleged 
not merely to operate with a joint capital, bat to hold regular meet, 
ingi, and pennanently retain legal adviaen. whose chief vocation it 
may be auumed is to discover points that may enable the vaLdity 
of each kind of aecniity to be called in qneation, and thus to create 
Tmivenal distrait."— 7^m<« City article, September 10, 1667. See 
also the City article for September IS and 17 ; and the New Yoi^ 
corretpondence in the Tima of September 14 and 24, I6S7. 
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took alann, and began to curtail their advances to the 
commercial community, by refusing to discount their 
bills, — ^the New York banks reducing their discounts 
to the amount of £5,000,000 sterling between the 8th 
of Ai^ust and the 10th of October. E^ht and left 
they ruthlessly withdrew their customary advances, 
and commercial houses went down in dozens. By the 
middle of October, nine hundred faOures were reported. 
What was the upshot? The banks sacrificed their 
customers with the view of strengthening their own 
position, but their conduct had quite the opposite 
effect Seeing firms go down in dozens — ^the good as 
well as the bad, t^e strong as well as the weak, — and 
knowing that many of those firms were connected with 
the hanks, either as shareholders or debtors, the public 
in turn caught the panic, and b^an a nm upon the 
banks for their deposits. The banks, too late, now 
found that they could no more conduct their business 
without credit or faith than their customers the mer- 
chants could ; and on the 14th October a general sus- 
pension of payments in specie had to take place 
throughout the Union. 

The American banks were thus taught a sharp les- 
son, A week before they were forced to suspend, 
they announced that thq) would alter their policy, 
and meet the panic by its natural remedy — an expan- 
sion of credit to all solvent but emharrasBed firms ; 
and it was the publication of their returns in l^e 
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week foUowing, ahoviug th&t instead of expanding 
they were canying the work of contraction still fur- 
ther, which brought on the general rim for deposits 
which compelled them to stop. It ia important to 
ohaerve that not only were the New York banks 
perfectly solvent, but their notes were never mis- 
tmsted: and even after the suspension of payments 
in specie, the notes continued to circulate at par* 
It was a nm for deposits which shut up the banks : 
and a similar run would shut up any and every bank 
in existence. 

The sole object and advantage of paper-money is, 
that it economises gold. Paper-money, like banking, 
ooirvnn- '^ould be of no use at all, if it were requi- 
"*""■ site to keep an equal amount of gold in the 
hanks. The proportion of specie requisite to maintain 
the convertibility of note-issues, varies with the credit 
of the issuer. The Bank of England's rule used to 
be that one-third of specie was amply sufficient tii 
secure both notes and deposits. The common opinion 

* The notea not only continiied At par after the siupeiisioD of the 
buika, bnt aotiully, ti ooe time, nxe to a, high [irainium compared 
with gold. " According to adriccB received today," wid the 
Timet of October 31, " good dght billH could stiU be purchased at 
oo exchange of 101. The extrBordinary fact is therefore exhibited 
of (Ac iiKoncertii^ mrreney of tfu Jfan York imtpended bant* beiny 
aclHollg at a high premnnn compared viilh the irpme cmreDciee of 
other oonntrie*. That it to aay, a bill on London could be jiurchased 
in the notes of the New Vork suspended banks at a price which, 
after allowing for interest and all chaigea, would bring liack in gold 
a larger mm than had been paid for it" 
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which regards these note-issues as the great source of 
peril to banks ia a mistake. The opinion has axisen 
from OUT monetary authoritiea having confoimded two 
very different things. It is not a difficult matter to 
secure the convertibility of the note, but it is totally 
impossible to insure payment of any bank's deposits 
in gold. Banking deposits, in fact, are not made in 
gold, and cannot all be paid in gold. All the available 
gold in the country would hardly suffice to pay 5 per 
cent of their amount* A suspension of cash-pay- 
ments may become inevitable, although the notes of 
every bank were secured by an equal amount of specie 
in its vaults. It was not a ran for gold in exchange 
for not«a which caused the suspension of cash-pay- 
menta in 1797. It was a demand for the payment of 
deposits in specie : the specie being wanted for export 
in payment of the loans which this country was then 
making to foreign Powers. 

Now, in times of panic, the demfind upon the banks 
is not, or is not merely, for gold for the notes : in 
A RUN roR '^^ "^ ^^ country, during the present 
vBPoans. century, the solidity of the notes has never 
been questioned. The run is for deposits. In truth 

* The total amount of specie held by the baakg of the Uuiteil 
Kingdom, in ordinary times, ii about £20,000,000; of vhicli 
amonnt the Bank of Eugland hold* on the average m millioDs, 
the Irish banks rather more than 2 millions, and the Scotch bankii 
nut quite 2^ millions. The dei^Mits in bank probably amount tu 
- i.'400,000,000. 
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there never is, or cao be, a run for gold apart &om a 
nm for depoeits. If the holders of notes, who pioW 
bly have not more than £5 or £10 on hand, lose faith 
in the bank, the depositors will still more surely take 
alarm. If a bank cannot pay its notes, how is it to 
pay its deposits I Hence the common idea which at- 
tributes such panics to a real or supposed unsoundness 
of the note-issues, is a great mistake. There would be 
panics and runs on the banks though they did not issue 
a single note. The demand for gold in exchange for 
notes is merely an accompaniment (and a compara- 
tively trifling one) of the run for deposits. And snch 
a ran, if not promptly checked, must prove fatal : for 
no bank can pay up its deposits at once, whether in 
gold or in notes. 

It is easy to see how this run for deposits is occa- 
sioned in timea of monetary pressure and distrust. 
BsniBu. or ^^ ordinary business of banking consists 
'»»«>'"™- in the discount of commercial bills— i. e., 
in the purchase of the current debts of commerce. A 
manufocturer supplies a merchant with £1000 of goods, 
and receives from (or draws upon) him a bill for the 
same amount ; and as the merchant's money is nearly 
aU invested in his biisiness, the bill is not made 
payable until after the lapse of such time (say three 
months) as may be required by him to sell at least a 
portion of the goods which he has purchased. The 
manufiactnrer, in like manner, having his capital in- 
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vested in his business, and not being able to wait till tbe 
three months have expired, takes the bill to his banker 
and gets it cashed, — receiving the £1000 minus the 
interest for three months at the current rate. AH com- 
merce is carried on in this way, and in this way a great 
economy of capital is effected. What, then, is com- 
merce to do when the batiks refuse to discount ? A 
general crash must follow. In ordinary times, when 
credit is good, a merchant may afford to wait a Uttle 
before getting his bills cashed, for at such times he is 
not pressed by his fellow- merchants to whom he is 
indebted ; but in times of a monetary or commercial 
crisis, he cannot wait Every man, to secure himself, 
is then pressing his debtors for payment ; and if the 
banks at such times refuse to discount bills as usual, 
nothing but bankruptcy can be the result, even for firms 
which are superabundantly solvent The banks, when 
ihey take this course (which they generally do in a 
period of a crisis) doubtless act from a good and Inti- 
mate motive. They think of securing their own safety. 
They think of the convertibility of their notes, and the 
increasing scarcity of gold ; and, by refusing to discount 
the ordinary amount of bills, they Beek to lessen the 
amount of their own liabilities. In case a run upon 
them should arise, they seek to lessen the amount upon 
which the run can be made. But this is a fatal mis- 
take, as experience abundantly demonstrates. It is 
impossible for any bank to reduce its liabilities to an 
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amount which can be met hy ita available asseta. The 
true policy of banks lies in preventing the occurrence of 
a run for deposits, — ^whereas they think only of trying 
to meet it. And the very measures which they take to 
prepare against a run, produce a nm. These measures 
occasion a panic, and the panic produces a run ; and quite 
reasonably. No other consequence is possible. When 
the commercial public find that it is becoming di£&cult 
or impossible for them to get their bills discounted, 
they call up every shilling of their deposits ; or they 
sell their goods, and, taking the cheque which they re- 
ceive in payment to the bank, withdraw the amount 
in cash. When they cannot get money the one way, 
they take it in another. The general public, catching 
the infection, join in the run on the banks ; and the 
result is (if the panic be kept up by a continued cur- 
tailment of discounts), that the banks, after a feverish 
scramble among themselves for the possession of the 
small stock of gold, stop one after the other, or by 
^reement simultaneously — as was the case with the 
New York banks in 1857. 

Banks exist for the community, not a community 
for the banks. And whenever banks forget this, and 
(like those in America) begin slaughtering a com- 
munity from a false notion of strengthening them> 
selves, it is not an evil, but a good, when they are pulled 
up in their course. The run for deposits which imme- 
diately arises in such circumstances is a natural and in- 
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evitable result of the banks curtailing their discounts. 
At the same time, it is a natural and most obvious 
means of retaliation ; and as such, it was deliberately 
adopted by the commercial classes in New Tork in 
1857. The language then used waa this : — " If yon, 
(the banks) think yourselves justified, in a time of 
crisis, in brii^ng down scores of good finns, aa eolvent 
and reputable as yourselvee, the public are still mora 
justified in checkmating you, by requesting you to ful- 
fil your ' promises to pay.' Since it is on the plea of 
preserving the convertibility of the note (which we 
had no thoi^ht of questioning) that you produce this 
widespread suffering, the outraged community may 
well turn round upon you, and say, 'Very well, 
gentlemen, let ve gee if you can do it.' Moreover, 
since you will not lend \13 your money, give us back 
ours : give us our deposits." The banks, of course, 
could vat do it. And thereupon, perceiving that they 
had been saciificing the substance for the shadow, 
they reversed their policy, discounted freely, though 
they had hardly a dollar in their tills — and the crisis 
was at an end. What is more, ftam that instant gold 
b^an to flow back into the banks in abundance I 
Within three months after the 14th of October, when 
cash-payments were suspended, the stock of specie in 
the New York banks increased &om £1,744,000 to 
£6,500,000 — actnally a million sterling higher than it 
had eoer been before. And " in the five principal sea- 
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port cities of the Union, the stock of specie advanced 
&om £3,400,000 to £10,000,000/ although £3,200,000 
were sent to Europe in the interval" * 

This is a lesson and a danger to vbich all banks 
ahoold give good heed. Hie American puhlic is not 
likely to foiget the experience which it acquired in 
1857, of ita power to checkmate the banks. It is also 
by no means improbable tJiat the lesson has been 
observed and noted on this side of the Atlantic, and 
may be put in practice if ever our banks should 
foolishly challenge the commercial claaaes to a trial of 
strength. 

Having shown how monetary crises may be, and 
often are, aggravated into destructive panics by a 
HOW fAHioB niistaken policy upon the part of the 
ARX BioFFsD. baoks, Ict US complete the lesson by 
showii^ the chief means by which panic and a run 
upon banks are stayed. In 1793 we have shown how 
the monetary panic was produced, or at least intensi- 
fied, by the Bank of England curtailing its discounts, 
thereby a^ravating the prevalent distrust ; and how 
the Government wisely came to the rescue by making 
an issue of Exchequer bills. The amount authorised 
to be issued was £5,000,000 in sums of £100, £50, and 
£20; but not half of that amount (only £2,202,000) 
was needed, and the whole of this sum was punctually 
repaid. "What was the efiect of this aid to the com- 
* 3%iM*' Git; article, Ju. S7, ISM. 
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mercial claseee? "It opeiated like magic," we are 
told : " its Buccesa was perfect and complete. All 
contemporary ■writers bear witness to the extraordi- 
nary effects produced. Macpheraon saya that the 
very intimation of the intentum of the Legidaiure to 
support the merchaais operated like a charm all over 
the country, and in a great degree superseded the 
necessity of the relief by an almost instantaneous 
restoration of confidence."* In the crisis of 1797, 
when the Bank of England again took the course of 
enormously curtailing its discounts, the run upon it 
became so overwhelming that it was left almost with- 
out a sovereign in its coSeis, and the Government had 
to come to its relief by ordering the total suspension 
of payments in specie. What followed ? " The relief 
produced on the Instant by the definite determination 
to suspmd auk-payments and extend their issues of 
paper was very great: within one week the Bank 
increased its accommodation by nearly £2,000,000 
sterling " — or nearly one-fourth ! Here, then, we see 
plainly that the convertibility of the note — for the 
sake of which the Bank had curtailed its discounts so 
, enormously (one-fourth during five weeks) — had never 
really been questioned by the public : for an issue of 
notes was the verj- thii^ that was desired, and which 
stopped the panic. The notes were taken as readily 
by every one when it was known that there was no 

* M'Leod's J%tory and PraeUee of Banting, toL ii p. 72-75. 
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gold to cash them, as when the Bank was abimdautly 
supplied with specie.* 

Let us next look at the great crisis of 1826. The 
crisis was at its height in 'London &oni Monday the 
12th to Saturday the 17th December. For six months 
the Bank had been " violently contracting its issues " 
(t.e., by curtailing its discounts), and it continued this 
policy down to the night of Tuesday the 14th. During 
the previous forty -eight hours, said Mr Huskisson 
afterwards, even the best Government securities could 
not to any extent be converted into money: other 
stock, of course, was still more unsaleable : and Mr 
Baring said that persons would not part with their 
money on any terms, nor for any security. The preva- 
lent distrust, by invalidating the ordinary forms of com- 
mercial credit, had rendered a greater supply of money 
absolutely indispensable, — yet the Bank had been 
steadily doing its best to render money much scarcer 
than usual. At length it found that such measures 
were undermining its own position, and that, if con- 
tinued for another day, they would involve the Bank as 
well as the country in a common ruin. Accordingly, 
" on "Wednesday the 14th the Bank totally changed its 
policy, and discounted with the utmost profuseness." 
In the words of the Deputy Governor, " they had [at 
length!] taken a firm and deliberate resolution to make 
common cause with the country." Instead of refusing 
* See MXeod, toL ii. jk 02'100. 
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to discount, they forced out their money in loans in all 
directions. " We lent it ty eveTy possible means," said 
Mr Honnan, "and in modes we had never adopted be- 
fore ; ... we were not on' some occasions over-nice : 
seeing the dreadful state in which the public were, we 
rendered every asaiBtance in-our power." Between the 
Wednesday and Saturday, the Bank made issues of 
notes to the amount of £5,000,000. This policy, says Mr 
M'Leod, "was crowned with the most complete success : 
the panic wa3 stayed almost immediately." The mere 
sight of the bank-notes was enougL " At Norwich," said 
Mr Bichards, " when the Gumeys showed npon their 
counter so many feet of bank-notes of such a thickness, 
it stopped the run in that part of the country." By the 
24th of December the panic was completely allayed all 
over the country ; and by the end of the month the 
credit of the banking world was completely restored.* 

* M'Leod, ToL ii. p. 246-261. The immedi&to cause of tlie puiic 
iu London was the stoppage of Pole & Co. , bankers, with whom 
fortj country bauks were ctmnected, on Monday the 12th. " The 
&11 of this great banking-hotue," «aya Mr M 'Leod, ' ' was the signal 
for a general run upon all the London bankers, and three or four 
more gave way — spreading nniveraal consternation among the 
connti; banks, siKt; - three of which succumbed to the crisEs, 
though a considerable number paid 20b. in the pound, and eventu- 
ally resumed business." Yet it was proved that Pole k Co., whose 
stoppage produced all this disaster, had a surplus of £170,000, after 
payment of all claims against them — besides largo landed property 
belonging to Sir Peter Pole, and about £100,000, the private pro- 
perty of other members of tiie firm. Ought not such a firm to have 
been supported, instead of being pulled to the gronnd ! Co-operation 
among bankers, we repeat, in a timo of crisis, is everytbiDg. 
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The next great crisis was that of 1847; prerions to 
which (by the Act of 1844) all liberty of action had 
been taken ftom the Bank in regard to its issues of 
notes, which were made entirely dependent upon the 
amount of specie in its possession. The extreme pres- 
sure in this crisis began pn the 23d September, "when 
the Bank adopted more stringent measures for curtail- 
ing the demand upon its reaourcea." On the 15th 
October it refused to make advances either on Govern- 
ment stock or on Exchequer bills : the coneequonce of 
which was that the other banks hastened to sell their 
public securities, and, for their own safety, hoarded 
the notes received in payment, — thus still further re- 
ducing the circulation. What they could not get from 
the Bank in advances on their securitiea, they got by 
the sale of them: so that the only effect of the 
Bank's restrictive policy was to create panic and 
hoarding, which immensely increased the difficulties of 
its position. Everything became worse day by day. 
Several laige banks stopped payment in Liverpool, 
Manchester, Newcastle, and other towns ; and the 
drain on the Bank of Ei^land became greater than 
ever. " As the whole of the commercial world knew 
that the resources of its banking department were 
beii^ rapidly exhausted, a complete panic seized them. 
A complete cessation of private discounts took placa 
No one would part with the money or notes in his 
possession." On the 23d of October the terrible game 
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vas played out. The Bank Act had to lie suspended ; 
and the Government, with the view " to restore con- 
fidence to the mercantile conunnnity," recommended 
the Bank Director* to enlarge the amount of their dis- 
counts and advances. What followed? The Govern- 
ment letter "was made public about one o'clock on 
Monday the 26th, and no sooner vas this done than 
the panic vanished like a dream. Mr Gumey stated 
that it produced ita effects in ten minutes I No 
sooner was it known that notes m^ht be had, than the 
want of them ceased." 

From the conduct as well as the statements of the 
Bank Directors on this occasion, it appears evident 
that they had no desire to contract their advances to 
the public apart from the necessity to do so imposed 
upon them by the Act of 1844 They told the 
Chancellor of the Exchequer that " they cotdd save 
themselves"— that is, they could comply with the law ; 
"but that they could not do so without pressing more 
stringently on the commercial world." In how great 
a degree the crisis was artificial — how immensely it 
was a^ravated by the restrictive policy imposed upon 
the Bank — cannot be better shown than in the follow- 
ing extracts &om the speech of the Chancellor of the 
Exchequer (Sir C, "Wood) on the subject : — 

" Evidence was laid before the Government, which 
proved not only the existence of severe pressure, bat 
also that it was aggravated in a very great degree by 
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the hoarding of gold and baiik-notea to a very large 
extent — in conseqaence of which an amotint of circula- 
tion, which under ordinary circumstances would have 
been adequate, became insufficient foi the wants of die 
community. . , . Parties of every deacription made 
application to us, with the observation, 'We do not 
want notes, but give us confidenca' They said, ' We 
have notes enough, but we have not confidence to use 
them : say you will atand by us, and we shall have all 
that we want : do anything, in short, that will give us 
confidence. If we think that we can get bank-notes, 
we shall not want them.' . . . Parties said to me, 
' Let us have notes — charge 10, 12 per cent for them — 
we don't care what the rate of interest is. We don't 
mean, indeed, to take the notes, because we shall not 
want them ; only tell iw that we can get ihem, and this 
will at once restore confidence.' ... As soon as 
the letter of 25th October appeared, and the panic 
ceased, thousands and tens of thousands of pounds 
were taken from the hoards ; some irom boxes de- 
posited with bankers, although the parties would not 
leave the notes in their bankers' hands. Large parcels 
of notes were returned to the Bank of England cut 
into halves, as they had been sent down into the 
country. And so small was the real demand for an 
additional quantity of notes, that the whole amount 
taken irom the Bank, when the unlimited power of 
issue was given, was under ^00,000. The restora- 
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tioE of confidence released notes from their hoards, 
and no more waa wanted — foi the trifling q^uantity of 
additional notes ia hardly worth notice." " 

Here, again, we eee that the sufficiency of the 
Bank's notes was never questioned;. — that the criais 
was mainly due to the hoarding of notes and gold by 
the public, owing to the breakdown of credit and con- 
fidence; — ^that the restrictive poKcy of the Bank of 
England was the chief cause of this collapse of credit, 
a^ravating a season of commercial difiiculty into one 
of most destructive panic; — and finally that, imme- 
diately on the reversal of that policy, the panic and 
hoarding were at an end, and confidence i-etumed. 

The crisis of 1847 was the most severe which had 
occurred ; but it was surpassed in disaster by that 
cBiBia o» which followed ten years afterwards. In 

1**^- 1857 a wave from the American crisis 
crossed the Atlantic, and produced an equal crisis in 
onr own islands. Towards the middle of October, the 
news from the United States assumed so sinister an 
aspect as to forebode some great monetary catastrophe ; 
and, ere the month ended, came the announcement of 
a universal suspension of cash-payments throughout 
the Union. This naturally put a severe strain upon 
the British firms engaged in the American trade, and 
upon the banks connected with them. The position 
of these bouses was simply this, that they had to lie 
1, Third Seti«8, roL xcv. p. 383. 
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oat of all the money due to them by American firms, 
and to lose a part of it The actual loss so incurred 
was the least part of the embarrassment ; for although 
the American firms, in consequence of the breakdown 
of credit, had suspended, the greater part of them 
were perfectly solvent, and able to resume as soon 
as the effects of the panic were over. The embarrass- 
ment of OUT trade, therefore, was essentially of a tem- 
porary character ; and the true vay to have tided over 
the diMculty would have been by supporting to the 
uttermost all the sound firms imperilled, until the 
monetary equilibrium should be restored in America, 
and the usual remittances reach this country. This 
course was adopted by the Bank of England after the 
Bank Act was suspended, but as long as the Act 
remained in force such a course was impracticable. 

No crisis was ever so unejcpected ; none ever culmi- 
nated so rapidly, or proved so destructive. Credit 
was shaken, and a run commenced upon several banks 
which were known or supposed to be connected with 
the suspended firms. The Liverpool Borough Bank, 
closely connected with the American trade, stopped 
payment. Dennistoun& Co., likewise closely connected 
with American trade, had also to suspend, with liabili- 
ties to the amount of £2,143,701 ; and after reeling for 
some time under the run made upon it, the Western 
Bank of Scotland likewise closed its doors. Great 
exertions were made in Qlasgow by the authorities 
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and leading merchants to arrest the panic ; the other 
Scotch hanks, alarmed at the aspect of affairs, and 
urged thereto by the community, at length came for- 
Trard to check the distrast, and gave their united and 
most energetic support to some of their number which 
were run upon. Thursday the 12th was the last day 
of the panic in Scotland. 

Meanwhile the crisis had spread to LondoiL The 
Bank had raised its rate rapidly from 5 to 10 per 
cent; and as all the discount - houses in London 
ceased to make advances, the accommodation given 
(or which under the Act could be given) by the Bank 
was totally inadequate. The more tight became the 
money-market, the faster were gold and notes with- 
drawn from the Bank. Every bank or firm sold its 
securities, and kept beside it the gold or notes thiis 
obtained. In order to meet the run upon them, the 
Scotch banks had ordered about £1,000,000 sterling 
in sovereigns from London, — which they obtained by 
selling a portion of their Government stock (which, 
being readily convertible, they always hold in reserve 
for such emergencies), and thereafter getting the notes 
received in payment cashed at the Bank of England. 
The English and Irish banks took similar precau- 
tions ; and altogether, in consequence of the panic, 
the banks found it necessary to keep by them about 
three millions more than their ordinary amount of 
specie. On Wednesday the 11th the great discoimt- 
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honse of Sanderson & Co. was forced to auspend, with 
liabilities to the amount of £6,298,997 trterling. The 
great American firm of Peabody & Oo. also was known 
to be in e»/remig — it waa perfectly solvent, but, like 
other finus, it had for the time to lie out of its money, 
and thns was unable to meet its ei^agements. It waa 
of the utmost importance to support this firm, as it 
was known that its fall would biing down many 
others, and establish a general panic in London. The 
firm required assistance to the extent of £800,000 
sterling; and the Bank, as fettered by the Ac(^ had not 
this sum to advanca But no sooner was the Act sus- 
pended (on the afternoon of the 12th) than the re- 
quired sum was advanced to Feabody & Co. ; and the 
Bank in like manner extended its aid to many other 
firms, and to some of the English hanks. In London, 
Liveipool, Manchester, Birmingham, indeed all over 
the country — as every one will remember, and as is 
proved by the trade-reports now lying before us — the 
beneficial effect produced by the suspension of the Act, 
and the resolution of the Bank to extend its issues, 
was instantaneous.* But so tremendous had been the 
calamity, that Trade temayied nervous and palpitating 
for several days ; and four days after the suspension 
of the Act, the Times remarked, " The liability to an 
extension of panic has still been such, that the princi- 
pal banking institutions would have incurred a grave 
responsibility if they had suffered any mischief to take 
* See Note at end of Clutpter. 
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place wliich waa fairly preveotible : " that is to say, 
if they had not freely made advances to all sound 
firms which needed assistance. 

The number of solvent, indeed very wealthy, firmB 
which had to suspend daring this crisis was remark- 
ably great; and the fact throws an import- 



OF aoLYKire ant l^ht upon the character of such crises, 
and upon the best means of averting them. 
The stiBpenflion of Dennistoun & Co., for example, 
which was one of the first houses that gave way, was so 
entirely artificial that, after providing for every shil- 
ling of their liabilities, " the accountant on the estate 
declared them possessed of a surplus of nearly three- 
q^uarters of a million." The suspension of Nayior, 
Yickers, & Co. was of a similar character, — the firm 
having assets to discharge all their debts, with a 
balance in their favour of £250,000. Messrs Sander* 
son & Co., with liabilities to the enormous amount of 
£5,298,997, paid in frdl, and resumed business ; and a 
large portion of the other suspended firms were proved 
to be in like manner perfectly solvent* If these firms 

* For example, the acconnt* of Measrs Ajtlmr & Co., of 
Glaagow, showed > bona Jlde Bnrplui of £90,800. Menra Sewell 
I: Neck, engaged in the Nonniy trade, with lisbilitiea to the 
uuonut of b»lf a million, eihituted a aurplus of £BT,5Bl, after 
paying their creditor! SOs. in the pound, with 5 per cent interert. 
Meian Pellj & Ca, with liabilities to the amount of £36,316, 
ahowed a siuplua of £49,426— "a raanlt," juatlf obeerved the 
Eeonomisi, "which cxcitea nupriM that the house ahoold have 
been allowed to snocnmb." In like nuuwer, the Mseta of Ur 
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could have "been aasieted, as Pealxidy & Co. were after 
the suspension of the Bank Act, it is obvious that the 
crisis would have heen greatly mitigated, and the run 

Johnttone of QlsHgow were iHt)ved by the Mcoiint&nt to be Dearly 
doabU hii liabili^ (the uteta beiog £21,580, and the Uabilitiea 
£11,440), "after deducting all ascertuned and probable lonea." 
C Waud k Co., with liaUHtiea to the amount of £60,000, showed 
a nirpliu of £20,00a Hew, FrMcott, k Co., with Uabilitiea to the 
amonnt of £150,000, pud SOa. in the pound, with a Buri>lus of £8000. 
T. & H. MmenhoiBt paid 20b. in the pound, with a BurpluB of £3114. 
Hr Peter Brown, whose auipemion was cauaed by the iirearare of a 
■ingle creditor, had a Borplns of £77 19. Hebe, Simon, ft Co., whoee 
liabilitiea amounted to £700,000, after paying 20a. in the pound, with 
intereat, had a anrplaa of £53,000. Crowley k Leeminge of Halifax, 
Craven ft Horrop of Bradford, Woodhall k Smith of Dudley, T. 
Callender ft Co., and otLhera, paid 2(h. in the pound and 6 per cent 
intereat. Meean Fernie Brother* k Co., also, whose suspension 
helped to bring down the Liverpool Borough Bank, were perfectly 
solvent, and have since paid all their liabilitiea, together with 5 
per cent intereat, atnonnting in all to £420,617. 

This list of solvent or wealthy tinns, who figured in the bank- 
mptciee of \9ffl, oonld be greatly extended. But even among 
those who had to compound with their orediton, there were very 
many owes in which the apparent inaolvanoy was produced puroly 
by the stoppage and bankruptcy expenses. In ScotUod. the ei- 
penaea of winding up an eatale under aequestration are about 18 
per cent — in England, at leaat 411 per oent ; and as the trade, and 
Qonaequently the banhmptciea, in Englaud are very much greater 
than in Scotland, 35 per cent is a low estiinate of the Average coat 
of aaoh bankruptcy in the United Kingdom. In thia way, a firm 
whnee liabilitiea and assets balance one another— in other words, 
whioh Ih solvent— may, in a criaia like that of 1857, be not only 
forced to anspend, but have more than one-third of its *aaet» iwal- 
lowed up in bankruptcy expenwa, and fignre in the newapapera as 
paying only 12e. in the pound. Indeed, the magnitude of bank- 
raptcy expenses is such, that the leadijig Snna in the City seek to 
avoid driving their debtors into bankruptcy, and almoat all the 
larger bnaineaaea are now wound np "under inspection," which u 
a.lesa coetly [owiesa. 
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upon the banks proportionately lessened, if not alto- 
gether prevented. The stoppage of any large firm 
not only gives a great shock to credit of itself, but a 
similar stoppage is produced of dozens of small firms 
in connection with the lai^ one : and thus panic 
spreads over the country. Commerce cannot go on 
without credit, — etill less can banking. Commerce, 
indeed, is the first to sufTer in times of crisis ; but no 
soooer do the merchants b^^ to reel, than the pres- 
sure is communicated to the hanks. Every great 
failute, by the distrust and apprehension which it 
produces, is equivalent to a heavy draft upon the 
banks. The credit of commerce and of banking can- 
not be dissociated; and any policy on the part of 
the banks which seeks to strengthen themselves by 
Bacrificing the merchants, is alike mistaken and in- 
jurious. 

We have narrated the measures by which all the 
great commercial crises have been stayed during the 
last seventy years. It is curious to note some of the 
defensive manoeuvres by which banks have occa^ 
sioually met a run upon them. The rush for money 
at such times is frequently so great that ordinary 
means are of no avail to meet it. Even if gold were 
there in plenty, but uncoined, its presence would not 
ward off disaster.* In 1826, although " the Mint was 

* The Mint, deainte its admirable machinery, which ie unique in 
the world, oannot ooin «bove fifty thouMod Mvereigiu in » d»f . 
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kept working night and day," money could not be 
coined with sufficient rapidity; and aa notes were 
taken as readily as gold, a cheat of old one-pound 
notes was made use of iu the emergency. To gain 
time at such junctures is eveiything. Daring the nm 
upon it in 1720, the Bank of En^ud employed a 
number of clerks to tell out, coin by coin, the money 
which was demanded, as well as that which was 
brought in ; so far as possible also, the Bank made 
payments in light shillings and sixpences, which took 
a great deal of time, and mast have considerably dis- 
gusted the recipients ; and finaUy, it paid large sums, 
all deliberately counted, to ixiends of its own, who 
went out with the bags of money at one door, and 
delivered them to persons placed at another, who 
thereupon were let in (in preference to the real cus- 
tomers, who thronged the doors) to pay the same 
money to the tellers, who once mote took ample time 
to count it over. Durii^ the run upon the Bank in 
1745 — a purely political crisis, caused by the advance 
of the Pretender and his Highlanders into the heart of 
England — the expedient of paying in sixpences was 
again resorted to by the Bank, aa successfully as 
before. 

Such expedients are now out of date, they savour 

And ai the woibnea employed in tiie Mint are a select body, 
-whew nniaben cannot suddenly be increaaed, the syatem of work- 
ing both night and day CMinot be mnoh retorted to. 
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BO much of dodges. But we can give an example in 
BOW BAKU recent times of how banke may most 
BHouLD iCT, legitimately meet the efiecta of a run. 
In 1857, after the fall of the Western Bank, the 
other banks vhich have their central establiBbments 
in Edinburgh, seeing that the p^nic was assuming 
a most destructive intensity, resolved to co-operate 
strenuously in the support of each other. Accord- 
ingly, as fast as gold was withdrawn from the Union 
Bank and deposited with some of the other estab- 
lishments, it was immediately returned to the me- 
naced bank. And thus, on that critical 12th of 
November, there was a double current of gold passing 
up and down Bank Street — anxious depositors carry- 
ing off their heavy bags in cabs, while steady bank- 
clerks with equal- promptitude carried back the 
bags to the Union Company. There was a dash 
of the humorous in the operation, but no meas- 
ure could have been more beneficial alike to the 
banks and to the public. The proceeding, we need 
hardly remark, was perfectly legitimate. The banks 
to which the customers of the Union Bonk transferred 
their accounts, became responsible for the sums thus 
deposited with them. That was a terminated trans- 
action. The lending of the gold by these banks to 
their menaced comrade was a separate affair — amply 
justified alike by the solvency of the establishment to 
which the loan was made, and by the advantage which 
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resnlted iroui it to all the banks, aa veil as to the 
community at large. Such united action on the part 
of the Scotch banks, if timeously commenced, is ade- 
goate to stop the heaviest run for gold which any panic 
can occasion. To withdraw money in gold is a cum- 
brous and anxious process. One would require a cab to 
cariy away even £1000 in sovereigns. Moreover, no 
one is willing to run the risks attendant npon keeping 
a large sum of gold in his house or office. And hence, 
as happened in Scotland in 1857, money which is 
withdrawn &om a bank, not for bnsiness purposes, but 
simply in consequence of distrust, is immediately de- 
posited with another bank. Indeed it is a curious 
fJEict that the greatest transfer of accounts from the 
Union Bank in 1857 was made to the Bank of Scotr 
land, which is only distant some two hundred yards : 
the panic-stricken bearers of gold evidently being 
anxious to be rid of tbeir procious burden as soon as 
possible, and depositing it accordingly with the near- 
est of the other banks.* 

* The Weateru Bank- vhich failed toUlly, although all ita 1i»- 
bilHia ware discharged in full — hod from the veiy outset of ita 
career ignored tbe priiioiplea' o( Scotch banking. It advanced 
money npon aecuritiea which were either hazardom or not readily 
convertible— in this way obtauning higher rates than the other 
Scotch banks did ; and latteilf its advutcea of tliis kind became 
•a large that it may almost be said to have engaged in trade in 
the fashion of a Credit MobiUrr. It was in difficultieB in 1S47, but 
was then saiiported by the other banks on the condition that it 
nhould bring ita management into accordance with the ordinary 
practice of banking, — a pledge which it never foMled. When its 
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This procedure on the part of the Scotch banks was 
a true economy of capital, at a time when such eco- 
nomy WBS peculiarly called for. Ciedit, as we have 
shown, is the only possible means of economising 
capital ; and this operation of the Scotch banks was 
just an extension of credit, with a view to support a 
great establishment which was known to be perfectly 
solvent and prudently conducted. Such extension of 
credit to solvent firms is the true means of preventing 
or arresting a commercial crisis ; and it is especially 
applicable to maintain the credit of the banks. It is a 
defect of the English system of banks (if that can be 
called a system which is totally unsystematic), that it 

difficulties were renewed in 1S57, it ftgain solicited aopport from 
the Chaiteted banks, and obtained it tu tlie extent of £500,000. 
But Hie biuiks, very properly, would not support it fuitiier. It waa 
• miitalie, hoirerer, on the put of the Chartered bonks — a mistake 
which Ur Lantenoe Robertson, in hU evidence before the Parlia- 
mentary Committee, aeeka to palliate by alleging that " they were 
not [Hvcisely informed " of the position of the suspended banks — 
thiit they did not immediately offer to take the noUt of the Western 
and City of GlMgow banks (the latter being a [lerfectly solvent 
establishment which for the moment only had to shut its doon) ; 
for they knew that the capital of the Bhaieholdera in these banks, 
every shilling uC which woe liable, was far more than suffioientto 
meet any uncovered liabilities. It waa this temporary refusal on 
the [lart of the Chartered banks to take theee notes, that converted 
the crisis into a panic : especially as it occurred at a season of the 
year when, according to the evidenoe of Sir Qeotge Clerk, the issues 
of the Scotch banks are for a day or two, owing to the reqairementa 
of the public, nearly 50 per cent above their usual amount. " After 
further consideration," said Mr L. Robertson, "the other banks 
resolved to take all the Dotea u they came forward ; and when that 
waa done, the thing [panic] snbaided." 
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does not offer the facilities for co-operation and mutual 
support which are possessed by the Scotch hanks. And 
hence, with aU their immense lesoatces, their machi- 
neiy of resistance to a panic is clumsy and unreliable, 
compared with that of their northern rivals. In course 
of time, doubtless, order and system will arise out of 
the present chaos of English banking. The new joint- 
stock companies, with their headquarters in London, 
are gradually establishing branches in the provinces ; 
and it is to be hoped that, by the offer of suitable 
tenns, many of the private banks throughout the 
countiy will consent to change their character, and 
become branches of the great banks in the metropolis. 
Not tmtil this revolution is accomplished can an 
economy of capital be efiKciently established among 
■TRiH *SD ^^^ English banks. All banking, un- 
o»«PBUTioH. doubtedly, etTects an economy of capital 
on the part of the public: what is now ai^ntly 
called for is, that there should be a corresponding 
economy of capital effected among the banks them- 
selves. 'When great banks are established in Lon- 
don, with branches throughout the countiy, all 
acting harmoniously together, the fabric of public 
credit will be rendered as nearly proof against the 
shocks of panic as need be desired. The great burden 
of sustaining credit, which, in times of panic, is at 
present thrown entirely upon the Bank of England, 
will then rest upon a wider basis ; and a cordial co- 
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operatioD among the banks will sufBce to reduce to 
manageable proportions crises such as at present over- 
vhelm the whole coontiy with disaster. It is not 
ni<H« gold that is needed to fortify our banking sys- 
tem, — ^it is more System and Co-operation. 

But if we do not need more gold, at least let us 
have the use of what we possess. A large stock of 
the precious metal at present lies useless in this 
ftountry, withdrawn from the purposes of hanking 
and fix)m the support of trade. When we come to 
take a look at the Bank of England, we shall see both 
where this portion of our gold is, and why it ia there. 



NoTK — Before concluding this chapter, it may be 
weU to show, by extracts from the newspapers of 
the time, how the news of the suspension of the Bank 
Act, in November 1857, was received by the com- 
munity—especially in the great centres of wealth and 
industry, e.g., London, Liverpool, Manchester, Birming- 
ham, Leeds, and Bristol : — 

London. — " The notification that the Directors had been 
empowered by Government to diBregord the restrictions itnpoeed 
on the iMue of notes hj the Act of 1S44, immediatelj produc«d 
a powerful effect. The great discount-houaes and other firms 
were enabled to procure a large snpplf of money from the 
Bank, and at once began to grant liberal accommod&tion to 
their cuBtomen, at some advance upon the Bank ntt«. The 
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nmcantile public, who had nuhed to the Bank to procnn luge 
rapplies of money, of which thej hod no actual need, have now 
become reassnTed, and hopes aie entertained that the money 
market will aBsmne a quieter appearance. On Friday the feel- 
ing in all conunercial ciicleB was decidedly better." — £eonomisl. 
" An immediate effect was visible — the Fnuda advanced, and 
the general remark was that the ' wont had paaeed,* So far as 
can be ascertained at present, the course adopted by the Qov- 
emment and the Bank has germinated a feeling of confidence, 
which, if developed, must soon insure a return of ease and pro- 
sperity. Increased confidence ia apparent in most departments 
of bnsinesa, and the letters received fe>m the conntry show 
that the symptoms which have followed the temporary snapen- 
Hon of the Bank Act are as enconiaging as could be desired." — 

" The letters received on Friday from the country indicate an 
extent of monetary digturbance and commercial excitement 
almost if not altogether unparalleled, and it is fearful to con- 
template the ruin which would have resulted from the postpone- 
ment of the expected relief for even one or two days. On 
Friday money circulated much more freely in the discount 
market, and, in consequence, there was witnessed the expected 
and satisfactory circumstance of decided diminution in the dft- 
mand at the Bank of England." — London E^qmu. 

LiVKRPOOL. — " To such a dead-lock had bnsineu matters 
arrived on Thursday, that the Committee of the General 
Brokers' Association gave notice that they would be obliged to 
discontinue for the present the issue of their daily market 
receipts. The Council of the Chamber of Commerce met on 
Thursday, to take into consideration the present monetary 
crisis, and it was agreed that a deputation, consisting of the 
Mayor, Mr C. Bushell (President of the Chamber), and several 
other gentlemen, should go up and have an interview with 
Qovemment on the present state of the monetary affairs of the 
country. Shortly before four o'clock in the afternoon, how- 
ever, a rumour became current on 'Change, and spread like 
wildfire in every direction, that the Bonk of England had been 
authorised by Government to suspend its Act. In place of 
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featares of the most gloomy despondency and forebodings, all is 
now eihilanition, and the panic is generally believed to be at an 
end," — Timet. 

Uaitchebt&b. — '' The Tixtual suspension of tbe Bank Charter 
Act has calmed poblic feeling on commercial mattetB consider- 
ably, and we have had a more cheerful and hopeful feeling in 
the market" — Timet. 

SiRinKdHAiL — " A meeting of the merchants of Kraungliam, 
for the puipoee of supporting the views of the Gla^w mer- 
chants, was contemplated, but we presume that this commnni- 
catiou from Oovemment to the Bank Directors will render it 
nnnec£saai7. There can be no doubt that the proposed measure 
will greatly relieve the numn&ctaring interests, and that in this 
respect the local trades of Krmingham will largely participate." 
—SirmiTigham Mercury. 

Bristol. — " mie intelligence that Oovenmtent had antliorised 
the Bank of England to extend its issue of notes upon secnrittes 
was commmucated on Thursday afternoon. The gloom which 
had been caused among commercial classes by l^e diaastrons 
advic«e of the morning was at once dispelled, and the general 
feeling was that the ri^t step had been bOcen at the right 
time for preventing the ruinous consequences of a monetary 
panic Tht change in the aspect of commercial mattcTH here 
witliin tbe last twenty-four hours is very gratifying." — Timet. 

Leeds. — " The measure of relief afforded by the Qovermnent 
is approved both by the local press and the commercial com- 
mnnity generally ; and tbough the business transacted in the 
market this moraing has shown no improvement, there has 
been greater firmness and a more hopeful feeling expressed." — 
Timet. 
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London, as every one kuowB, coutains a city within a 
city; and witMn that inner city there is yet another, 
the very heart of the metropolis. It is a Small place. 
In a couple of minutes yon may wait across it &om 
side to side, from end to end. Yet it is the centre and 
citadel of our greatness — the heart whose pulsations 
are felt to the &rthe8t extremities of the empire. 
There ia to be found concentrated the spare capital of 
the nation ; and irom thence it flows forth, as from 
a fonntainhead, in irrigating streams, to extend in- 
dustry and increase employment and produce eveoy' 
where. There, our traders and producers obtain the 
loans and advances by means of which they cany on 
their immraise business. There, lie concentrated the 
sinews of material strength alike in peace and in war. 
The occupants of the precinct have dealings with all 
the world ; and from thence proceeds the power which 
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helps on the civiliaation of the globe. The railways 
which accompany the ceaseless advance of the 'White 
race into the prairies of the Far West of America — the 
companies which explore and develop the leBources of 
California and Australia — the iron roads and irtigating 
canals which are maturing the prosperity of India — 
the enterprise which covers with tea-plantations the 
valleys and slopes of the Himalayas, and which carries 
out countrymen into new regions everywhere— are 
created or sustained by the ongoings in this little 
spot in London. The wastes of Hudson's Bay — 
trading companies for the Nile — the cotton-planting 
which is invading Africa — ocean-lines of steam-ships, 
submarine tel^raphs connecting dissevered continents, 
water-works for Berlin, gas for Bombay — these and 
a hundred other matters and projects engage the 
thoughts and employ the capital which is at the 
command of this busy hive of operators. Almost 
every country is included in their opeiutions, aud 
almost every State is in debt to Uiem. From g^antic 
Sussia to petty Ecuador and Venezuela, they hold the 
bonds of every Government — Persia, China, and Japan 
alone being excepted. 

Prosaic as the operations of the precinct are in de- 
tail, taken in the mass they constitute a grand work, 
and may be followed as a noble as well as an honour^ 
able profession. Daily and hourly it is the business of 
the occupants to scan in detail the condition of the 
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world They veigh the inflnence of the seaeons, they 
investigate the produce of all manner of harvests — 
they know the condition of every mine, the prospects 
of every railway, the dividends of every company. 
They are ever feeling the pulse of Trade, and watching 
the course of Politics. They ponder the chances for 
the maint^iance of peace or for the outburst of war ; 
and when war is on foot, they follow the fluctuations 
of the contest with as keen an interest as either soldier 
or statesman. Everything concerns them that affects 
the condition of countries or the solvency of Govern- 
ments. The very spirit and temper of nations, re- 
bellions or loyal, warlike or industrious, is canvassed 
in that busy mart. It is no exaggeration to say that 
the progress of mankind is mirrored in the operations 
of this monetary metropolis. It is a city of money- 
dealers — a sanctuary of Flutus ; a. place where men 
think only of profits, and yet accomplish more good 
than all our philanthropists. Blot out that inner heart 
of London — paralyse the operations of that busy hive 
— and the whole world would feel the shock and suffer 
from the calamity. 

London ia beat seen from the top of an omnibus. 
Hail one of those vehicles as they roll in ceaseless 
stream along the Strand and Fleet Street, — ^yteld to 
the solicitations of the conductor who with apliited 
finger calls out " Bank ! Bank 1 " — and, mounted on 
the top, proceed eastwards to view the metropolis of 
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Gold. Passing imder the sliadow of St Paul's, vbicli 
towers above you like a splendid mountain of stone, 
you enter Cheapside, and ^th slow and halting course 
your vehicle wends its way through the currents of 
human life seething and battling in the too narrow 
street The din is so great that even the famed Bow 
BeUs, as they ring out from the el^ant spire overhead, 
hardly make themselves heard. At length you reach 
the Mansion House, the civic palace of London, whose 
festivities are known unto all men, and especially 
to aldermen, — and your omnibus stops, on the very 
threshold of the City of Gold. 

Magnificent buildings risii^ aloft on all aides show 
that you have reached a peculiar precinct A wide 
open space is before yon, which seems, as you look 
down fixim your elevated seat, as if paved with the 
tope of omnibuses, cabs, and vehicles of all kinds, 
making their way through a black mass of busy 
humanity. No longer pent up in the defile of Cheap- 
side, the current of busy life here branches out into 
many channels. To your right it pours down Lom- 
bard Street, and towards London Bridge, — the entrance 
to which you see marked by the tall column of the 
Monument, rising against the blue sky of tlus sunny 
day in June. To the left, the current spreads through 
I*rinces Street — to or from Lothbury and Mooi^te 
Street, which lie out of sight hidden by the solid 
quadrangular mass of the Bank. In front, the busy 
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throng is pouring along the wide cliaimels of Combill 
and Threadneedle Street, leading eastward horn where 
you stand ; and in an island between these two chan- 
nels rises aloft, like a rocky promontory, the pillared 
front of the Eoyal Exchange. Stretching out in front 
of the Exchange there projects, almost to where you 
are, a triangular expanse of pavement — like a spit 
of sand — over which the wavelets of human life, the 
spray of the deep currents which roU around, are 
ceaselessly washing and intercrossing. Watching a 
iavourable moment, dart through the perilous stream 
of vehicles and foot-passengers which, separates you 
from that haven of rest, and take your stand (jgetting 
the mud brushed from youi hoots the while by one of 
the red-coated members of the Shoe Brigade) beside 
the equestrian statue of the Great Duke. As you 
look up at the bronze figure of the old warrior, you 
remember his saying, that " High interest means bad 
security." You think, too, of the words once placarded 
all round where you stand, " To stop the Duke, run 
for Gold I" And you b^;in to think that, after all, 
the site of his statue is not so inappropriate as at first 
you felt it to be. 

But dTcumsjpice I The Royal Exchange, with its 
high pUlared portico, surmounted by an entablature 
in which symbolic figures are crowded t<^ther as 
densely as are the living crowds below — with its wide 
archways of entrance, and lai^ inner court open to 
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the sky — looks gay, affable, and accessible, — a pUce 
of easy and lively resort, savouriiig (as the Greek style 
of architecture usually does, whether in palace or in 
temple) of a sunny everyday world. As you look 
across Threadneedle Street, the low, heavy quadran- 
gular structure of the Bank creates a very diEFereut 
impression. It has an imposing look ; and the dead 
wall all round, scantily relieved by short pillars let 
into the fix)nt, almost 'windowless and doorless, be- 
speak a sombre, jealously-guarded sanctuary. It is 
tiie treasure-house of Hutus, the sovereign and deity 
of the precinct. Tou feel an awe and sombreness in 
the fo^e, very accordant with all our notions of the 
Old Lady of Threadneedle Street. While thinking of 
its wealth and power, you think also of dishonoured 
bills, and of tiie gloomy courts in Basiughall Street, 
— even as the Palace of the Doge reminds one of the 
Bric^ of Sighs and the prisons b^ond. 

These two buildings, which far surpass in size any 
of the surrounding edifices, fitly represent respectively 
the two powers, or agencies, whose conjoint action con- 
stitutea the life of this busy little world. The Bank 
represents money — the Exchange represents trade. 
Generally they act in harmony — sometimes, however, 
in rivalry ; but at all times they deeply affect one 
another. A panic on 'Change makes a crisis at the 
Bank — a crisis at the Bank makes a panic on 'Change. 
They are like brother and sister. But Money is the 
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atrODger : it is the male principle — sombre and power- 
ful. Trade is the female — gay, lively, and vmiona in 
its forms ; but dependent for its fertility upon money, 
and at times subjected by it to a cmel bondage. You 
-will not be long in the neighbourhood before you find 
what vast issues are dependent upon the presence of 
Crold in that solid building in Threadneedle Street. 

The mightinesss of these two powers, which to- 
gether hold sway in this little precinct, is evidenced 
to the eye by the stateliness of the capital which they 
have here built for themselves. All great phases of 
national life find expression in architecture. The 
present ia peculiarly an age of money and of monetary 
trade ; and Banks and financial companies adorn this 
sanctuary of money-dealers with conspicuous edifices. 
The place looks like an Acropolis — a civic citadel — 
a peculiar precinct, where palatial edifices, clustering 
together, rise in close contact, and in marked contrast 
with the ordinary buildings of the city. Brick and 
dinginess give place to Fordand-stone, inm-palisading, 
and highly -burnished door-panels. Sanks, credit- 
companies, discount - houses, insurance - offices, are 
yearly raising for themselves fine premises ; and the 
area of the golden metropolis is gradually extending 
itself at the expense of the meaner districts which 
surround it Stand at the north-east comer of the 
Boyal Exchange, and you are in the centre of the 
precinct. From that point a radius of three hundred 
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yards will include the whole locality. Priucee Street 
and Lombard Street bound it on the west and Bouth ; 
Lothbuiy and Throgmorton Street on the north ; while 
to Uie east, beyond Birchin Lane and Finch Lane, 
it gradually merges in the r^on of the produce- 
markets and shipping-ofGces. Such are the narrow 
limits of this City of Gold, — a precinct which rises 
like an oasis of commercial palaces in the heaii of 
London, and in which is concentrated an amount of 
wealth and power unrivalled elsewhere in the world. 

The Boyal Exchange, with its wide expanse of 
pavement alike in front and in rear, fonns an islet 

amidst the rushing thoroughfares around, 
ciiir HIS. 

On these paved open spaces groups may 

be seen standing engaged hi absorbing conversation. 
But all around nothing is to be seen but motion 
and hustle. The stroets are thronged with buny- 
ing vehicles ; the foot-pavement with bustling but 
steady -going passengers; the alleys, like Birchin 
Lane and Finch Lane, which connect the leading 
thoroughfares, are equally thronged ; and hurrying 
steps are ever racing through those covered pass- 
ages, lined with ofUces on either side, which form a 
peculiar feature in this part of London, and before 
whose entrances the stranger naturally halts, fearing 
to trespass on what seems, and indeed is, private 
ground. Young men and old men alike are seen 
hurrying to and &o, and all appear absorbed in their 
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wort You may easily tell the ofSee-elerka, racing on 
their errands to learn the latest price of some par- 
ticular atock, &om the less mobile hut more absorbed 
seaioTs of this busy world. Engrossed as all are, you 
nerertheless see (in ordinary times at least) that theirs 
is not a sad work. The sight, in truth, is rather dis- 
appointing to a stranger who has heard of the cares of 
wealth and the deceitfulnesa of riches. A^ he looks 
upon the men who go past him, the sight does not 
realise the conception of " City " life which he has 
formed from hooks or ftom his own imaginings. He 
looks in vain for the haggard look and care-worn 
features which he has learnt to associate with City 
men, and especially with the dealers in money. 
Overburdened, no doubt, some of these men are occa- 
sionally — and in what trade or profession is it other- 
wise ? — but, on the whole, they wear a more lively 
and cheerful look than any other set of buainesa-men 
we have seen. They are intent on their work ; they 
have no time to stand and parley witii you ; but they 
go about their business with liveliness and zest You 
never hear the slow monotones of depression : their 
voices are quick and lively, and a laugh and a bit of 
badinage are seldom quite absent as they fly about in 
search of information or in execution of commissions. 
They dress well, in the substantial style — and a gold 
chain across the waistcoat, or a flower in the button- 
hole, are their favourite and not very conspicuous 
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modes of personal decoration. Sometimes, indeed, yon 
will see the gay-coloured neck-scarf, buttoned soilout, 
white waistcoat, and light gloves, familiar to yon in 
Pall-Mail and Piccadilly ; for even the Weet-end swell 
nowadays ventures into the vortex of financial spec- 
ulation ; but he looks a butterfly among the busy 
throng, and his aii (as doubtless he wishes it to be) 
is quite different from that of the habitu^ of the 
precinct 

Nothing more conduces to preserve yonthfulness than 
a considerable amount of mental activity. The alert- 
ness and vivacity of the mind transfer themselves to 
tho personal appearance. And, despite all the worry 
and anxieties which these money-dealers and specula- 
tors are supposed to, and sometimes do, undergo, they 
wear better, and keep their youth longer, than the 
&nners and provincial classes generally. There is no 
saimtering here ; and men of threescore and upwards 
step out as light).y as men of half their age in provin- 
cial places. In truth, it is the elderly gentlemen who 
show to most advantage in this monetary metropolis ; 
and ever and anon you meet with the fresh clear com- 
plexion, pure white whiskers, and brisk look and move- 
ment, which characterise the best specimens of our 
elderly English gentlemen. It seems a healthy as well 
as exciting pursuit which men ply in this precinct of 
Mammon. Even the speculators par exceUmce — men 
who are rich to-day and poor to-morrow — as a class, 
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live for tbe bright aide of the picture, and look as if 
they did sa 

It is carions to note how the tide of business and 
popnlation ebbs and flows in this peculiar precinct. 
jgj (jj^ The busiest and most crowded place in the 
AT MOHi. -world for half-a-dozeD hours of the day, it 
thereafter becomes almost a solitude. Except in Corn- 
hill, where shops have not yet been wholly supplanted 
by offices, the precinct after sunset relapses into dark- 
ness. At nine in the morning, the omnibuses b^into 
deposit load after load of passengers at the comer of 
Cheapside, opposite the Mansion House ; while Hansom 
cabs and private broughams convey to business the gnin- 
dees of the place And during the next six or seven 
hours vehicles of all descriptions ply to and fro the pre- 
cinct. But between five and six o'clock the daily exodus 
begins. Bankers, brokers, speculators, clerks, and direc- 
tors alike, all rush off homeward, out of town it may 
be> or to distant suburbs ; and the Oolden City be- 
comes wholly silent, dark, and solitary. In the moon- 
light, this solitude of palatial edifices looks even more 
grand and imposing than by day ; but the currents of 
bnsy life no longer flow between the towering piles, 
and the streets seem Hke river-beds which have sud- 
denly been left dry. On Sundays, the solitude and 
apparent desolation are still more conspicuoua Hardly 
any one lives in the precinct save the porters left in 
charge of the offices. The churches, accordingly, are 
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almost empty. It is only when some highly-gifted 
preacher is appointed to the locality that the pews be- 
come filled — a rare occanrence — ^by persons drawn from 
other parts of London. Some of us can recollect the 
time when Dr Croly, in his heyday, drew crowds to 
the fine church of St Stephen's, Walbrook, at the back 
of the Mansion House, and when his noble oratory and 
high intellect converted the solitude of empty pews 
into a crowded and attentive audience. There, foi 
years, he lifted up his voice like one preaching in a 
wilderness. The emptiness of the churches in the 
precinct, however, is simply the result of there being 
no parishioners of the class who ordinarily attend 
churches. 

Banks fonn the most conspicuous architectural 
feature of the precinct And naturally so, for with- 
out them trade and financial operations 
ITS EDiricia. 

could not acquire the Temarkable develop- 
ment which is here to be witnessed. They are the re- 
servoirs of the place, into which flows the spare money 
of the nation, and out of which flow the monetary 
streams which set agoing all the other operations of the 
place. Besides the Bank, which in external appear- 
ance, as well as in real power, throws into the shade all 
its compeers, we see conspicuous among the others the 
large buildii^ of the London and Westminster Bank, 
facing on the other side of Lothhury its old opponent 
the Bank of England, — the huge hut unattractive fabrics 
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of the Umon and London Joint-Stock Banks in Princes 
Street, — the London and County Bank in Lombard 
Street, — and the handsome pile of the Oriental Bank. 
Kext in importance, as architectural features of the 
place, are the tusarance Oficea, — and chief among 
these, the Sun, the Imperial, and North British, all 
in good sites in Thieadneedle Street In the third 
rank — and soon likely to take a higher place — are the 
offices of the Discount-houses and new Credit com- 
panies : the massive and costly edifice of the National 
Discount Company in Comhill, occupying the first 
place in point of architecture ; whUe in Lombard 
Street, the great discount-house of Overend, Gumey, 
& Co. (familiarly called " the house at the comer ") 
and Hanbury's bank, face each other at the foot of 
Finch Lane ; and in Lothbnry are the offices of the 
two giant credit-companies, the "General" and the 
" International Land Credit" 

Every year some of the old establishments, banks or 
others, are building for themselves finer edifices. They 
feel a necessity not ouly to be prosperous, but to adver- 
tise their prosperity by arehitectural display. There is 
a rage for Portland stone and polished granite pillars ; 
and the movement in favour of external display is pro- 
ceeding to an extent which has excited considerable 
criticism and distrust among the older and more cau- 
tious grandees of the locality. Perhaps the " old fogies " 
are right, if we judge from a London point of view, — for 
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London arcbitectiire (we except tlie fine old churches) 
is a very poor affair compaied with the wealth of the 
place. At the same time it is only truth to say, that 
none of the London banks, save the Bank of England, 
can compete in architectural heauty, whether internal 
or exi«iiial, with the half-dozen leading hanks in Edin- 
hurgh. The Modem Athens is a dream of beauty in 
stone : externally, at all events, it is a city of Fine 
Art,— a place where the marvellous pictoiesqueness 
of Nature has made the inhabitants intolerant of 
commonplace architecture in their street and public 
buildings. 

The classiiication which we have made of the edi- 
fices of this monetary metropolis is likewise applica- 
ble to the population — to die busy crowds whom we 
see rushing to and &o — and to the pursuits which 
they follow. Let us see what in the style of business 
which each of these classes carries oa We shall find 
that they are all closely connected — ^integral parts of 
one great system of monetary trade,— and that the 
line of demarcation between some of them is not 
drawn with sufficient sharpness to be readily percep- 
tible to the uninitiated. 

Let us describe fira^ generically, the leading opera- 
tions of the Banks. The fundamental part of their 
business is to receive deposits of money. 

IBB BAKKS. _, , . fi 1 ■ 

They take money into safe keepmg, and 
they manage it in such a way as to meet the require- 
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mentfi of the depoaitors. The; give the depositors 
cheque-hooka, blank fonos of drafts upon the hank ; 
and whenever one of those cheques Is presented, either 
by the depositor or by any one to whom he has made 
it payable, the bank hands the money across the 
counter, in notes or in gold as may be demanded. In 
some cases the banks give interest on the sums de- 
posited, iu others they do not: and the Bank of 
Ei^fland does not pay interest in any case* The 
next part of the business of banks is to recompense 
themselves for this management of their customers' 
money, by employing at usury the balance of the 
deposits which is not likely to be called for by the 
depositors. This balance amounts in ordinary circum- 
stances to more than nine-tenths of the vhole money 
deposited with the bank. When trade is stagnant, this 
balance is at its highest amount ; when trade is brisk, 
or when credit is shaken, it is at its lowest. A bank, 
in short, must mark well the signs of the times in 
order to know the exact amount of the depoaits which 
may be safely lent out If too much be lent out, the 
bank is embarrassed in meeting the demands of the 
depositors ; if too little be lent out, the bank loses 
its profit on the aum thus needlessly kept on hand. 
Having determined what portion of the deposits is not 
likely to he called for, the bank invests or lends out 
at interest this sum in various ways. First of all, it 
* For other det)dl> couiected with bkoking, see ntpra, pp. 66-88. 
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invests a portion in the purchaee of Conaols — a spe- 
cies of sectuity which is of all othera the most steady 
in value, and the most readily n^otiable; in other 
■words, which can be most readily sold and recon- 
verted into money. Next, the bank makes advances 
to its coBtomers. Any one who has an account with a 
bank may, in ordinary times, by tendering Government 
or other good stock, obtain a temporary loan on that 
security to the amount of three-fourths of its current 
valua But the most extensive kind of advances made 
by the banks is in the discovmt of commercial bills. 
A customer of the bank has a bill, or bills, falling 
due say three months hence ; but by taking them to 
the bank he deals with, he can get cash for the full 
amount of these bills at once, minus three months' inter- 
est on that amount In extraordinary cases, the banks 
— and especially the Bank of England, the great 
fountainhoad of credit — will make advances to some 
lai^ firm or company whose position is solvent, but 
which is in temporary embarrassment In this case, an 
agent of the bank examines the books of the firm, sees 
what are its assets, and decides what amount may 
safely be lent to it " The whole principle of bank- 
ing," sud Lord Overstone in 1810, "is to transfer 
capital &om the inactive accumulator to the active 
and enei^etic person who wants capital," — even 
though these persons " in some cases have no secu- 
rity to give, except that best form of security, their 
character, their enei^, and their prudence." The 
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advanceB niade on these various forms of aectirity — 
viz., stocks, commercial bills, or in aid of wealthy but 
temporarily embarrassed firms — are for considerable 
periods ; say, on the average, three months. But there 
is a portion of the banks' deposits which it wonld not 
be prudent to lend for such periods, yet which may be 
safely lent for a week or a day. The great point in 
banking is to see that every pound which is not 
needed by the depositors is profitably employed. Each 
day there is a surplus available for short investments. 
What is done with it 1 

It is handed over to the bank-brokers, who may 
be called money-brokers pnie and simple. This is 
Monr- another class of business. These men are 
BBonBS. (.jjg intermediaries between the banks and 
the various other institutions, companies, or indi- 
viduals who flourish in this monetary precinct. It ia 
the duty of these bank-brokers — ^whose position is 
most onerous, and who are few in nimiber — to employ 
the sums at their disposal in loans at call, or for a 
week, or s single day. Their vigilance must be un- 
ceasing. They have to keep their eye on the expiry of 
each of those brief loans, renew it, or find a new invests 
ment for it ; and when a change in the rate of discount 
takes place, the^ axe on the trot the whole day, alter- 
ii^ their terms and making new bargains on the foot- 
ing of the change. To lend money for a single day, 
when the rate of interest is at (say) four per cent per 
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aauum, may aeem to an ontsidei a very infiiutesiinal 
operation — one which would not repay the cost and 
trouble connected with it. But sometimes these bank- 
brokeis have three or four millions sterling to dispose 
of: and the interest on that sum for a single day 
amounts to £330 or £400. By n^lecting these daily 
loans — ^by letting the amount which can be safely 
employed in this manuet (the surplus on the day's 
proceedings} lie inactive in their coffers, the London 
banks would lose £100,000 or £150,000 ar-yearl 
The bank-brokers of course get a commisaiou on their 
work — a small percentage ; and as one of these brokers 
has been known to have had £2,000,000 pass through 
bis hands in a single day, their bosiness is as lucrative 
as it is onerous. But to whom, to what parties, are 
these very short loans made ? "Who is it that ia ready 
to take money on loan for a single day 1 

To some extent these loans are made to all the 
other sections of the commvmity in this monetary 
DiacouRT- pi'^uict* It is only to its own customers that 
HooHEs. ^ bank discounts hills, or makes advances 
on stock, &c.; but the daily surplus which is distri- 
buted by the bank-brokers is lent to any suitable par- 
ties, without distinction, who may desire to have some 
of it. Nearly all of it, however, ia taken up by the 
Stock Exchange and the Discotmt-houses — the latter 
of which establishments rank next in importance to 
the banks in this city of money-dealers. The dia- 
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counUiouses do not receive money in deposit as the 
banks do ; they do not issae cheques, or undertake 
the management of money foi customers. They re- 
ceive money, not in deposit, hut on loan. They take 
ehort loans, for a week or a fortnight, or "at call," — 
paying interest, of course, on all suns thus received. 
In this way the discount-houses ofiFer a good means of 
investment for sums which could not otherwise be em- 
ployed to equal advantage — namely, for suma which 
the owner has on hand merely for a few days. For 
example, a man who has money invested in some par- 
ticular kind of stock or shares, and who thinks it advis- 
able to sell out at once, with the view of re-investing his 
money in some other form, may have that money on 
hand for a week or two, waiting for a favourable op- 
portunity of re-investing it. Instead of keeping it on 
hand, he lends it to a discount-house, and receives a 
high rate of interest on it, till he is ready to use it 
again. The daUy surplus of the banks, as we have 
said, is also employed to a great extent in this way. 

The money thus obtained on loan, as well as the 
private capital of the discount-houses, is employed by 
these firms in discounting commercial bills. And as 
they do not require to keep money on hand, like the 
banks, to meet the wanta of depositors — as all their 
money, in short, is tiilly employed at interest — ^the 
discount-houses can afford to discount bills at a rate 
slightly lower than that of the Bank. The cashing of 
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bills is their special and only business, and they get a 
very large share of it. The main principle which they 
have to observe is thia : They know the amount of 
their private capital, and the amount of money which 
they may reckon upon receiving on loan from the 
public, on the one hand, and, on the other, they know 
the average term of the hills which they discount 
(say three months); they then discount to the fidl 
amount of their resources, — talcing care, thereafter, 
Uiat the amount of bills which they discount shall be 
balanced by an equal amount of bills "running off," 
t. «., falling due. If the state of the money market 
renders it advisable for them to increase their reserves, 
they have only to lessen the amount of the bills which 
they discount, and in a single week their cash on hand 
is increased, in consequence of the bills falling due to 
them being in excess of tiie amount which they are 
discounting. 

To discount a bill is to purchase a debt falling due 
at a specified tima Ordinary eommercial bills are as 
good as money : and the entire portion of what figures 
in the returns of the joint-stock banks as "deposits" is 
held by these banks in the form of commercial bills 
which they have discounted. The money deposited 
■with a bank is employed in the purchase of these 
bills, and the rate of discount chai^d upon them 
is a chief source of bankers' profits. If a firm 
which has purchased a bill (by discounting it) is in 
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need of ready cash, money can be obtained by re-dis- 
counting the bill — », e., selling it to a bank or other 
parly which deals in that kind of busineas. And 
eveiy time a bill is thus paid away, the more solid 
does its Talne become ; becauae every party through 
whose hands it passes endorses it, and becomes security 
for its ultimate payment. In this way, bills to some 
extent become part of the currency, circulating from 
hand to hand in payments which would otherwise 
have to be made in cheques, notes, or gold. 

As every discount-house keeps an account at a 
hank, it can (if in temporary need of money) take some 
of the biUs which it has discounted, and get them re- 
discounted at the bank with which it deals. Some years 
i^, however, the Bank of England refused to treat the 
discount-houses on the same terms in this respect as 
its ordinary customers. They are rivals of the Bank 
in the discounting line, and manage to get the lion's 
share of the business ; and the Bank, with consider- 
able jostice, said: — ^"We have to keep on hand reserves 
to meet all demands that can be made upon us, whereas 
you trade to the full extent of your resources : in this 
way you make larger profits in ordinary times than we 
can do ; and it is rather too much, when you become 
embarrassed by so trading, to come upon us to help 
you." The discount-houses are the great rivals of the 
Bank ; and whenever a monetary crisis takes place, a 
great deal of bitter feeling arises between them -, and 
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the Bank is seldom loth to see one of these rival estab- 
lishments bionght to the groimd. 

Let us now come to anothei important branch of 
business carried on in this precinct Let us enter 
Tst BOTiL ^^ Boyal Exchange. For the greater pari; 
""""^"^ of every day a stranger will be at a loss 
to discover for what purpose so fine an edifice waa 
erected. As he enters the central court, the place 
looks deserted — only a few loungers, looking neither 
very business-like nor respectable, sauntering or sitting 
beneath the verandaL Oak may guess that some of 
those people have met here by appointment, as a con- 
venient rendezvous ; and what the others are waiting 
for, it is not easy to see. On the afternoon of Tuesday 
and Friday, however, the scene is very different All 
idlers are then excluded, but any one may enter who 
has business to transact The Eoyal Exchange be- 
longs to the City, as represented by the Gresham Com- 
mittee, and the public has full right of entiy on 
the simple condition that tliey come there on business 
and not as idlers. The business consists in the buy- 
ing and selling of " bills of exchange," t. «., orders for 
money payable in foreign conntries, — ^billa on China, 
India, Egypt, Paris, Hambuig, New York — on all the 
chief seats of commerce. A merchant who has to pay 
a smn of £10,000 in Calcutta, instead of sending 
spede, goes on 'Change and buys bills to that amount, 
which be transmits at the mere expense of postage. 
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The price of these bills of exchange is regulated by 
two considerations. First, there is the length of time 
a bill has to run. If it is payable four mouths ailer 
date, it is of course less valuable than one at three 
months — the discoimt, or rate of interest, in each case 
having to be deducted. But the value of these bills is 
also affected, like everything else, by the amount of 
supply and demand. If the amoimt of bills upon 
Calcutta happens to be greater than the amount of 
money which requires to be sent thither, the bills may 
be purchased at a fraction below their normal value ; 
but if the payments to be made in Calcutta exceed the 
amount of the bills, then a competition for the bills 
ensues, and their price is slightly enhanced. But the 
range of variation never exceeds the difference between 
the cost of postage on the one hand, and the expense 
and inconvenience of transmittiug specie on the other. 
The normal price of a bill, as we have said, is simply 
the amount of the bill, minus the discount on the time 
it has to run. Accordingly, by means of these bills of 
exchange, the whole cost, risk, and inconvenience of 
collecting and transmitting specie from one coontry to 
another is saved. And this saving ie really an im- 
mense ona If the payments of commerce had to be 
sent backward and forward from countiy to country, 
not all the specie in the world would BufGce tA cany 
on operations so vast If the agency of bills were 
suspended for a few months even between England and 
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India, the drain of currency would speedily produce a 
deadlock in both countries. Such is the importance 
of the operatiouB in the Boyal Exchange ; and tbeie 
are no otheis, even in this Capitol of money and trade, 
which display in so remarkable a manner the im- 
mense extent of British commerce, as well as the skill 
and mutual good-faith with which its operations are 
carried oa* 

The operations on the Stock Exchange are of quite 
a different natura The property there dealt in is 
TBB BTiKE stocks and shares of all kinds ; Govem- 
KCHiNaB. ment securities, ranging in sohdity from 
British consols, the steadiest of all, to Greek coupons 
and Spanish passives, — railway shares, mining shares, 
and shares and bonds of joint-stock companies of all 
kinds. In these the public invests ita spare capital, 
and the transfer of these stocks from one hand to 
another, by buying and selling, is so great that the 
Aajly transactions frequently amount to several millions 
sterling. The commission upon these transactions — 
which varies &om one-eighth of a per-cent on the sale or 
purchase of Consols, to one-fourtb of a per-cent on the 
dealings in other and more variable kinds of stock — 
amounts to a large sum ; and this sum constitutes the 

* la the finaocial year 1862'3 the number of atamps naed for bill* 
of eicbuige wm 3,601,498,— of wbich number 1,961,602 wera for 
fiweigD btlU. Of thii niunber, 6740 of inluid bilti, and 428fi of 
foreign billa, were drawn for sums of upwards ot £4000 Okoh. 
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profita of the stock-brokers, 'who conduct these sales 
and purchases for the public. A stock-broker ought 
not to deal or speculate in stocks at alL He is simply 
the agent by which such aalea and purchases are 
effected. And if he himself becomes a dealer (as not 
a few of the second and third rate brokers do), the 
persons who employ him have no security that their 
interests will be properly attended to. He may buy 
for himself the stock which they commission him to 
sell ; and in such a case it is not to be expected that 
he will give for it the highest price that can be ob- 
tained. But the stock-biokers are not the only parties 
in the Stock Exchange. There are also the stock- 
jobbers — men who deal in stocks and shares, selling 
them at the highest price which they can get, and 
buying them at the lowest. 

The entrance to the Stock Exchange — or Capel 
Court, as the large room is called where these opera- 
tions are carried on — is through a pillared front, 
or portico, facing the east end of the Bank. But it 
has other entrances. We remember the first time we 
stumbled upon this sanctuary of jobbing — upon this 
forbidden ground to the public, or to any one who is 
not a member of the brotherhood who carry on their 
operations here. Seeking a short cut from the eastern 
part of Tbreadneedle Street into Throgmorton Street, 
we entered an alley not so private-looking as many 
which in this precinct connect one thoroughfare with 



ibyGoogIc 



IM TBB cnr OF GOLD. 

another. Men were pasaing along it to and fro, aoA 
we did not don'bt we should quickly emerge in Tliiog- 
morton Street. Bat suddenly it assomed the appear- 
ance of a eul-de-»ac, and we found ourselves at Ihe 
doors of a large hall, full of people and of a clamour 
of toDgnea. A porter was at the door to keep out the 
profane vulgar; and the room into vhibh we were 
looking, both through door and window, was the 
Stock Exchange. This place of huainesa is the pro- 
perty of a corporation ; and, unlike the Boyal Ex- 
change, no one can come there to sell or huy unless 
he be a member of the corporation. It ie for its own 
members that the Stock Exchange reserves all the 
profits on the traffic which goes on within its walls. 

The business of the stock-broker is simple enough, 
and if he have good connections, it is as profitable as 
it is easy, "When he gets an order to execute, all he 
has to do is to buy or sell at the current rate. He 
steps into Capel Court, and at once finds the dealers 
he wants. Every atock-jobber has a special line — one 
deals chiefly in Mexicans, another in Indian stock, 
and so on ; and, moreover, there are places in the 
room where certain kinds of stock are specially dealt 
in. The broker finds the jobber, and, after ascertain- 
ing that the terms offered are Id accordance with the 
ruling price, he makes the bargain, and in five minntes 
the business is over. The money, whether given to 
him to make a purchase, or received as the proceeds 
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of a sale, passes throogli the hands of the broker, who 
deducts &om it his commission, the cost of stamp or 



The business of the jobber is a much more difficult 
one. He is, in fact, a speculator. He buys atock in 
the hope of selling it agaiu at a higher price. It 
is therefore indispensable that he should carefully 
examine the charscter of the stock in which he deals, 
and the circumstaaces, whether political or commer- 
cial, which from day to day affect its value. He 
knows that the value of stock, although substantially 
dependent upon the soundness of guarantee and the 
rate of interest which it yields, is nevertheless affected 
from day to day by what may be called merely moral 
influences — by passing gleams or shadows, flitting 
prejudices it may be, which affect the popularity 
though not the permanent value of the stock— or 
merely from sympathy with the rise or fall in other 
stock of a similar character. The public has neither 
the leisure nor the knowledge sufficient to judge with 
confidence, and is generally more encouraged or de- 
pressed by the rumours or facts of the day than there 
is reason to b& All these things the jobber has to 
take into account ; and as it is no easy matter to be a 
prophet, he must either be a lucky or a clever fellow 
if he does not sometimes come to grief Great gains 
usually alternate with great losses in this kind of 
business. One would think these jobbers would soon 
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die of worry and anxiety, — and often enough they are 
to be seen very down-in-the-moutL But Nature is 
kind, and fits the hack to the hurden. Or rather, 
most of these men have been honi with the peculiar 
temperament of the speculator: they have an extra 
amount of hopefulness, and get through life, with 
more excitement indeed, hut hardly with less equa^ 
nimify, on the whole, than any other men engaged in 
trade. 

The most novel feature in the economy of capital 
during the last year or two, has been the establish- 
ment of great credit companies. The 
special object of these companies is to 
provide money for carrying out industrial or financial 
enterprises which are worthy of support The credit 
companies do not directly engage in these enterprises : 
they simply launch them, or at least provide the 
capital requisite for canying them on, — char^g a 
commission for their aid. One of these, the Interna- 
tional Land Credit Company, is worthy of notice here, 
because its operations display in a remarkable manner 
the system of financial co-operation which is now 
being established throughout Europe, as well as the 
great amount of social good which may he effected on 
the mere principle of self-interest. There is no safer 
security than land; but the prime requirement in 
financial operations is, that the security should not 
only be perfectly safe, but readily negotiable. In 



ibyGoo^lc 



CREDIT COMPANIES. 149 

other worda, the bonds, representing the money ad- 
vanced, should not only be certain to he paid when 
due, hut the holders of them should be able to sell 
them easily, or get money advanced upon them. 
Not one, but several financial establishments are 
needed to accomplish these ends on a lai^ scale; 
and the International is the last and crowning 
company of a series previously established. It will 
deal with land everywhere, hut at present its field 
of operations is in Austria. In Austria there are 
estates of immense size, held by individual proprietors, 
many of them heavily burdened with mortgages con- 
tracted on the most usurious terms. Half-a-dozen 
years ago some foreign capitalists discerned the fine 
field that was here open to them ; but before foreign 
capital to a large amount could be attracted, it was 
indispensable to establish the perfect soundness of the 
security and the negotiability of the mortgage-bonds. 
The first step towards this was the establishment at 
Vienna of the VindoboTha — a joint-stock company 
which, on receivii^ a percentage or commission, guar- 
antees the repayment of loans on estates, as well as 
the regular payment of the interest. In this way, the 
creditor acquired a double security: first, the land 
itself — secondly, the capital of the Vindobona Next, 
land-hanka were established which advanced money 
on these bonds or mortgages to their full amount — 
thus rendering them negotiable. Next it was seen 
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that a large and most profitable busioess might be 
carried on by the purchase and re-sale of estates — 
purchasing them in block, and re-selling them uu- 
mediately in comparatively small portions, say of 100 
to 500 acres. To accomplidi this, the Banque de 
Credit Eoncier et Industriel was established, which 
has agents all over Austria, who examine into titles 
end values, who find out proprietors ready to sell and 
small capitalists ready to buy, and in fact manage the 
whole of this part of the busine^, whOe the Bank 
furnished the funds. This business proved so pro- 
fitable, and the field of operations was found to be so 
extensive, that it was resolved to invite the co-opera- 
tion of capitalists all over Europe. Hence the estab- 
lishment of the International I^nd Credit Company. 
The business of this company is simply to raise 
funds for carrying on the highly profitable operations 
above-mentioned : the money being obtained irom the 
pubUo upon bonds issued by the Company, bearing 
5 per cent interest, and which are rendered more 
than usually negotiable, owing to the number of local 
land-banks and other financial establishments which 
are affiliated vrith the International. The credit of 
conceiving so remarkable a series of co-operative com- 
panies, and of successfully establishing it, is due to 
M. Langrand-Dumonceau, of Brussels. The security 
offered is the most complete that can be imagined : — 
1, the land; 2, the double amount for which the 
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ptuchaseia give their bond ; 3, the capital of the 
Yiodobona; 4, the capital of the Bauque de Credit 
Foncieret ladnatriel ; and lastly, the immense capital 
of the IntemationaL But what is chieSy remarkable, 
&om OUT point of view, is the system of financial co- 
operation herein displayed — a system which is des- 
tined to be ere long immensely developed — tmtil, in 
&ct, Europe shall become but one couotiy as r^ards 
industrial finance, the sgaxe capital of each coontiy 
being drawn to common centres, and seeking the best 
market wherever that may chance to be found. 

This wealthy and busy precinct has a literature of 
its own — 'journals whose special task it is to record 
TSK cm ^^ operations and set forth its condition. 

country takes an interest in its bulletins. In all oxa 
daily newspapers there is a department of news, never 
omitted, which is scanned with devout attention by 
hundreds of thousands of readers, yet which is certainly 
not indebted for its popularity to any attractiveness of 
style or appearanca It is the driest column or columns 
in the paper. It is full of figures, and tables of f^urea 
(usually so repulsive to readers), preceded by a few 
paragraphs, seemingly of a veiy stereotyped aspect, 
and couched in language peculiar to itself. Therein 
we read of " Consols for delivery," " Seduced and New 
Threes," "Turkish Consolid^s," "Danish Scrip," "Greek 
Coupons," " New Granada Deferred," " Spanish Pas- 
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aives," "Raasian Threes," " Chilian Sixes," and othei 
such things hard to be understood by the uninitiated, 
however conversant they may be with the grammar of 
Lindley Murray and the dictionary of Dr Johnson. 
We also read that "the market is eaaiet,"^-or that 
it " opened flat," — that it " assumed a more lively ap- 
pearance," or that it " showed a &lling tendency," or 
" great depression." This never-omitted and much- 
studied portion of the paper is tiie City article, in 
which the health and spirits of the Money Market are 
described pathologically ; and the price of stocks and 
shares, and the condition of all established companies 
quoted on 'Change, are carefully recorded. A single 
glance at this portion of the Times will show the 
magnitude and variety of the enterprises quoted on 
'Change. Brides the loans to foreign governments, 
there are nearly 700 kinds of stock or shares in the 
official list, connected with railways, mines, docks, 
joint-stock banks, colonial government seciirities, and 
nuscellaneous enterprises.* 

The City article is no longer read merely by a par- 
ticular class of the community. All classes, and all 

* The British Funds (comprising CoosoU, Annaities, and Exche- 
qner Bills), Indiuk QoTenuneDt Securities, and Bank of England 
Stock, are represented by SO diffeKnt kinds of stock ; of Foreign 
GoTenunent Stocks there are 81; of Colonial Qoremment Securi- 
ties, 28 ; and of American State Securities, 5. The stocks and share* 
connected with Railwafs in ail ]iarts of the world are 430 ; wiUi 
Banks, 90; with Mines, 74; with Docks, 0; and with Miscd- 
laueous Jtnut-Stock Compuiiea, 134. 
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places in the coimtiy, have a direct interest in the facta 
which it records. It is read with interest not merely 
in London, Liverpool, Manchester, Birmingham, Glas- 
gow, and the other great centres of industry, but even 
in nncommercial cities like Edinhorgh, where men live 
by the learned professions only, and who scorn trade in 
the old sense of the word. In truth, nearly all men in 
this coontry are traders now, though many of them trade 
aa it were by proxy. The joint-stock system of enter- 
prise has of late years drawn the whole community 
into its vortei. Aa a nation, we have grown very rich. 
It is computed that the annual savings of the nation 
amount to the enormous sum of £130,000,000. Like 
thrifty men, we desire to employ that sum, our spare 
money, in the most profitable manner. Nowadays, 
too, we have the whole world open to us as a field of 
commercial and financial enterprise. In commerce, 
at least, nations are now brethren. No nation objects 
to the introduction of foreign capital to develop its re- 
sources. These two facts — the vast increase of wealth 
in this country, and the m^nitude of the field open 
for its employment — have given an extraordinary ex- 
pansion to the joint-stock system ; an expansion which 
has been greatly aided by the passing of the Limited 
Liability Act. 

Previous to the passing of that Act, it had been 
proved by experience that business coiild be conducted 
as successfully by a board of directors aa by a private 



ibyGoogIc 



154 THE CIIT OF GOLD. 

firm. True, the management of a public company is 
never bo economical as that of a private firm, and the 
THE lOTxt- supervision of a salaried board of diiec- 
BTOCK BTSTiH. j^jg j^g seldom 80 vigilant as Uiat of pri- 
vate partners, whose whole fortune is at stake in the 
concern. But, on the other hand, a joint-stock com- 
pany obtains the command of a larger amount of capital 
than private firms — which gives it a great advantage ; 
and, moreover, in many cases, it is ensured of a lai^ 
amount of business, in consequence of its shareholders 
being also ito customers. Take, for example, the case 
of a joint-stock bank. It may have a thousand share- 
holders, and all these shareholders are its customers. 
tbey have not only subscribed the capital by which the 
business is carried on, but they intrust all their money 
to its keeping, and get all their loans and discounts 
from it. In this way they make business for it, and 
at the same time share in the profits of that business. 
They not only get from it the usual interest on their 
deposits, and the usual advantages of monetary ac- 
commodation, but they share in the profits which arise 
&om this form of business. 

The Limited Liability Act has greatly lessened the 
risk incurred by shareholders, by limiting the liability 
of each to the amount of capital for which he has sub- 
scribed. Shareholders are now comparatively at their 
eas& They elect from their own number a Board of 
Directors, whom they pay for conducting or at least 
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supervising the business of the company, and they 
know that at the worst they cannot lose more than the 
sum which they have chosen to subscribe. The system, 
OQ the whole, has worked remarkably welL It is also 
accompUshiug a revolution in the ideas and financial 
habits of oar people. It offers a higher rate of profit 
than the interest ohtAinable upon deposits in hanks, 
and thereby more effectually puts an end to hoarding, 
extends the spirit of enterprise amoi^ all classes, and 
draws into active use the whole spare mon^ of the 
people. Clergymen, lawyers, doctors, noblemen, and 
tradesmen alike, now become shareholders in joint- 
stock companies. Each, while pursuing his own call* 
ing, invests his reserve funds in some financial, trading, 
or industrial enterprise. He thus obtains the profits 
of another trade while following his own. 

We are at the outset of a new era in social 
progress, and one which is probably the highest 
iBA OF oo- ^ which material civilisatioD can attain. 
OT«A»ioH. It. is the era of Co-operation. Hitherto 
Competition has been regarded as the most effi- 
cient ^ent of social prepress. But the principle of 
competition is one of rivalry and struggle — it is a 
system of beggar-my-neighhour — most useful in the 
earlier stages of civilisation, but one most unworthy 
of civilisation in its maturity. It is costly, for it re- 
qnires many companies and establishments to do the 
work which would be more economically performed by 
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one ; and it is iull of social unbappineas, and fruitful 
in the bitter feelings of rivalry and jealousy, because 
each establishment seeks its gains at the expense of 
the others. The new system of co-operation, on the 
other hand, seeks to nnite and fuse into one the 
hitherto rival interests of the trader and his customers, 
of the consumer and the prodncer. Take for example 
the case of a company for the supply of gas, or water, 
or any other necessary or luxury of life, and there you 
iind that a large portion of the customers are also 
shareholders. By-and-by the system will be more 
fully developed, and the social advantages will be 
commensurately increased. Say that a little town is 
desirous to supply itself with gas or water; then a 
company will be formed, with a capital apportioned in 
many small shares, so that nearly every householder 
may be a member. In this way the company will 
ensure for itself the largest possible number of cus- 
tomers — opposition and jealousy will disappear, and 
the little community will have but one interest in the 
matter. In like manner, a town may supply itself 
with bread, or groceries, or butcher-meat, or any other 
article for which there is a general demand. The em- 
ployfe, too, of the company, by holding shares in it, 
may be made to participate in its interests, and to dis- 
charge their duties with more scrupulous diligence 
than is usually to be found in a hireling or salaried 
agent No doubt the time is still distant when the 
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system of co-operation shall reach this development ; 
nevertheless, its coming may be calculated upon. And 
thus, at the present hour, we are witnessing the initial 
stage of a principle which will revolutionise our system 
of industry, and accomplish results fraught with a vast 
increase of happiness and prosperity to the community. 
Large as are the annual profits of our nation, it seems 
beyond doubt that a considerable portion of the im- 
mense capital recently invested in joint-stock com- 
panies has been drawn from little hoards, which pre- 
viously lay dormant. But the peculiar feature of the 
new position is this — that instead of keeping their re- 
serve funds in bank, men now invest them in joint- 
stock enterprises, for the sake of obtaining a higher 
rate of profits. Banks give a comparatively low rate 
of interest, for they have to pay themselves for taking 
charge of deposits, and for finding appropriate employ- 
ment for their customers' money. But by becoming 
a shareholder in a joint-stock enterprise, a man em- 
ploys and invests his money without the help of inter- 
mediate parties, and hence is entitled to and obtains 
the profits of trade subject to no abatement. It might 
be supposed that, owing to this change, the amount of 
deposits in tbe banks would be diminished ; but it 
must be remembered that the money thus abstracted 
from the banks is in great part returned to them from 
another quarter. The decrease in the deposits of in- 
dividuals is compensated by the deposits of tbe new 
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companiea. Each company opens an account vitb a 
bank, and deposits with it its spare funda ; so that 
what the banks lose in one form they gain in another. 
This changej however, is important in one aspect. 
Banks do not speculate. They lend their money only 
on the best and most negotiable securities, and abstain 
firom employing it in industrial enterprise. Hence, 
althongb they are of inestimable value in sustaining 
commerce, tbey do not take diiect part in the establish- 
ment of new branches of indnstry, or in the development 
of new national resources. The joint-stock companies, 
on the other hand, do this as their general Feature. They 
make railways, they open mines, they manu&cture gas, 
and ei^age in all manner of reproductive enterprise. 
In fact, the distinction may be stated thus : — ^The com- 
panies make the securities upon which the banks lend. 
Mon^ on loan, we think, would have become cheap 
of late years but for the great growth of joint-stock 
companies. If the great and ever-increasing profits of 
our people bad been deposited, as before, with the 
banks, these establishments would have bad so much 
money to lend compared with the amoimt of securities 
upon which they make their advances, that the rate of 
interest must have fallen. But the new companies 
have immensely increased the aggregate of securities 
upon which banks are in the habit of lending. They 
have made almost every man a trader, and supply 
him with a form of property which banks will lend 
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upon: and partly in consequence of this, the rate 
of money haa not only maintained iteelf, but has 
greatly advanced. In fact, men nowadays keep their 
reserve fonds, not in the banks in the form of money, 
but in the fonn of bonds, shares, and coupons — nego- 
tiable when necessary, and bearing a higher interest 
than the banka could give. To keep money in bank 
(save what ia absolutely necessaiy for one's ordinary 
expenditure) is now an exploded custom. All that we 
think of commanding, or keeping in reserve, now is, 
not cash, but the paper representative of property, and 
the interest which comes to lis as the holders of these 
symbols or title-deeds of wealth. 

Strange to say, in this City of Gold, gold cannot be 
seen. We know, from official returns, that so many 
,22 o,^', millions of gold lie in the vanlts of the Bank, 
CDBBBBOT. (jqJ ^g infgr that a few thousands of sove- 
reigns are kept in each of the other banks, as small 
change for their customers' wants. But the precious 
metal makes no appearance in the business transactions 
of this City of Money. Bits of paper, with some writii^ 
on them, are the potent agents of the scene. Paper, 
paper everywhere ; bnt no gold — not even bank-notes, 
Let a man go to buy some shares. He sees the rate 
they are quoted at, and, going into the dingy office of 
his broker, commissions hint to buy. The broker runs 
out into the busy crowded room of the Stock Ex- 
change, finds or calls out for some one who has shares 
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of the kind to sell, makes a bargain at the current 
rate, and brings baok either a cheque or a stamped 
agreement to purchase, which he hands to his client. 
Coupons or certificates are given on one side, and a 
cheque on the other. But no gold — not even notes ! 
The same takes place in the Royal Exchange and 
Mincing Lane — only bills and produce are there dealt 
in, instead of stocks. If you pay a man, you give him 
a chequa If you discount a bill, you get the produce 
in a cheque. If you obttun a loan &om your banker 
on stock, the amount is placed to your credits and you 
tell your creditor to draw on you, or give biiti a cheque. 
It is really a strange thing to contemplate — so much 
wealth changing hands : money ceaselessly in tran&tu 
— ^yet not a sovere^n to be seen. It ia but the ghost 
of money that occupies the city : or rather, it is money 
in its most civilised form— convenient and inexpensive. 
It is the cheque-system — the credit-system. And, after 
all, money itself is nothing else than a form of credit : 
a thing (whatever its substance) which men by com- 
mon consent have agreed to recognise as a definite 
symbol of wealth — a representative of property. 

The truth is, the whole operations of this monetaiy 
metropolis would come to a standstill if the payments 
and exchanges of property had to be carried on in 
gold. A single dealer sometimes lends, or pays, or 
receives a million sterling or more in a single day; 
and dealings to the extent of several hundred thou- 
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aaad pounds aie by do means exceptional occnnences 
on the part of single iadividnala. Many millions 
of property s^ changLDg hands, in loan or pur- 
chase — 'in banks, discount-houses, on 'Change, oi 
in Cape! Court — eveiy day. Fancy what it would 
be if men bad to carry about with them such a 
mass of gold. A thousand sov^'eigns is a burden 
which few men would care to cany about with them 
for a single hour. "What a sight, then, it would be if 
the busy hive had to trot about thus laden. Ants in 
their hive, carrying about their ^ga as big as them- 
selves, would be a joke to it. And consider, too, what 
insecniity there woold be — what occasions for loss of 
the precious coins — what temptation.? to theft or rob- 
bery — ^if the transactions in this busy place were so 
conducted. It would he quite impossible to carry 
about such a mass of gold as is needed to liquidate 
the engagements which daily take place. StUl more, 
even if it were possible to carry about these loads of 
gold, the gold itself in such quantities could not be 
procured. Happily the yellow metal is not wanted. 
Cheques, bills of exchange, and bank-notes are found to 
be equally valuable and n^otiable : they represent pro- 
perty quite as reliably as gold, besides being infinitely 
more portable, safe, and convenieni And hence they 
— or rather, bills and cheques — constitute to all in- 
tents and purposes the only currency on 'Change and 
throoj^out the monetary city. By means of them. 
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trftHBactioiis to the exteot of many millioiui take place 
daily, without a single sovereign or even bank-note 
being visible 

We have styled the narrow but all - important 
precinct of which we write the City of Goli Yet we 
rwaiu or ^^^^ ^^ ^ ^^7 ^^^ ^"'^ ff^^^ ^ visible 
THi onr, there. If gold be regarded as an equi- 
valent expression for wealth and property, our title is 
correct, — for the whole place abounds in wealth, and 
deals in it. Nevertheless it is the City of Gold even 
iu the literal sense of the term, for its whole existmce, 
all its operations, depend upon the presence of gold 
in one part of the locality — in the Bank of England. 
The gold, it is true, is invislbla The thonsandfi who 
operate there never see it. It lies hid in the strongest 
chambers of the Bank, and no one sees it or counts 
it but the officials who make out the weekly retom. 
But, visible or invisible, its presence and amount regu- 
late the operations of the Bank, and those operationB 
regulate and affect all the other operations of the 
precinct. The value of stocks and shares rises or 
falls, panic or prosperity occur, according as much or 
little of the yellow dioas is reported to be in the occult 
chambers of Thieadneedle Street. 

Hence it is that f^e paragraph in the City Article 
which is most closely studied is that which relates to 
the supply of gold. The two brief lines which teU 
how much gold was taken to the Bank or withdrawn 
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from it, aie in reality the vital point of each day's 
monetaiy newa. If gold is being deposited largely in 
the Bank, the dealers are all elate, and business and 
eut«ipnae go ahead ; if much gold is being withdrawn 
from the Bank, eTeiy one becomes uneaay ; enterprise 
stands still. How is this momentous effect produced? 
The practical answer is, that the movements of the 
precious metal legulate the Bank's rate of discount, 
and the i&te of discount affects the whole iuduatry of 
the countiy. If traders can borrow, or get their cns- 
tomaiy advances, on eac^ terms, say at 4 per cent, th^ 
have every inducement to extend their business and 
employ as many men as possible ; but if they have to 
pay 8 01 10 per cent, dieir maigin of profit is seriously 
diminished, if not altogether swept away. Hence every 
floctuation in the Baak-iate is watched with intense 
interest throughout the whole country, and most of all 
in this monetary metropolis. But in this precinct, as 
elsewhere, the community is divided into two dasses 
which are very differently affected by the changes in 
the Bank rate. Trade and Mcmey, we have said, aie 
the great powers which together set agoing the whole 
business of the preoiuct ; traders and money-dealers 
constitute its population. A high rate of discount ia 
disadvantageous for the trading and commercial classes, 
but, on the other hand, it is very profitable to the 
banks and money-dealers. An increase in the rate is 
virtually a transfer of a portion of the profits of the 
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fbrmer into the pockets of the latter. Bankers like 
a liigh rate of discount, the trading clasBes do not. 
But both of them are alike interested in watching the 
movements of gold, as productive of the changes in 
the rate of discount— or, in other words, in the value 
of money on loan. 

But why, it may he aeked, should a little more or 
less gold in the Bank of England produce such im- 
mense effects upon the trade and prosperity of the 
countiy ? All the engagements which are contracted 
in this monetary metropolis, as well as throughout 
the country, although carried on solely by means of 
cheques and bills, are bound to be met, if requiied, by 
payment in the legal money of the country. This 
legal money is gold and Bank of England notes. Gold, 
in exceptional times, may not be easily procurable ; but 
the other element of the legalised currency — namely, 
bank-notes — may be manufactured in any quantity. 
It may be asked, then, — When gold, at these rare times, 
becomes scarce, cannot its temporaiy deficiency be com- 
pensated by an increase in the issue of notes — which 
' in the eye of the law, as well as in the estimation of 
the public, are as valid a tender as gold 1 It must be 
remembered, however, that these notes are a leffoi* 

* Scotch notea ue not s legal tender at til, — fhej circulate aim- 
plj from the confidence whicli the public have in the baulu which 
iaaue them. Yet they are u readily receiTed u if (like those of 
the Bank of England) ^Leir acceptance were made compnlsor; by 
Act of Pariiament. 
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tender only so loiig as the Bank is ready to give gold 
for them on demand. The first duty of the Bank is to 
take care that it is at all times in a position to do this. 
It must insure the convertibility of the note. It must 
always be ready to give gold for its notes whenever 
such payment of gold is demanded. It ia necessary, 
then, to observe to what extent such a demand for 
gold-payments is likely to arise, before we can decide 
as to the propriety of the measures which the Bank 
takes to meet such a contingency. 

As gold becomes scarce, does the public lose fidth 
in the notes, and msh to the Bank to have them con- 
verted into gold ? By no means. Experience enables 
us to speak with perfect confidence upon this point. 
It is not a question of opinion, but a simple matter of 
&ct. No such loss of confidence in the notes of tlie 
Bank has ever occurred, either in our own time, or in 
that of our fathers and grandlatheia The Bank of 
England note is a tender which no one miBtnists. 
People take the notes as readily when there is not a 
spare sovereign in the Bank, as when its cofTeis are 
overflowing with the precious metaL Even in times 
of the direst commercial crisis, of the worst monetary 
panic, the public ask only for notes. In 1826, when 
there was hardly a sovereign in the Ban^ the public 
readily accepted even old £l-note8 which had been 
withdrawn from circulation, and which had not been 
a l^al tender for four years befora The notes serve 
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their purpose as money quite as well as gold does, 
and tlie public greatly prefer them. The convez- 
tibility of the notes is never endangered, and people 
voiild much rftther have the not^ than an equiralent 
aum in g<^ This is a Cact beyond dispute. As a 
medium of internal circulation — as a means of set- 
tling aocoonts among onrselTes — Sank of En^and 
notes are accepted ererywhere and at aU times as pre- 
ferable to speaie. Indeed, we may go further than 
this, and say that a cheque upon a good bank is pre- 
ferable to either, alUiough it is not a le^ tender at 
all Gold is quite unneeded in onr mouetaiy transac- 
tions with one another. And even if it vere an- 
nounced that the Bank could not give ns gold for its 
notes for a twelvemonth to ccone, not pne man in a 
hundred t^usand would cara [Die public at laige 
neither require the gold nor desire ib 

"Who, then, are the parties whose action at times 
produces a drain of gold &om the Bank } Ih^ may 
be classed under the foUowii^ heads. It may be 
the Bank of France, or any other gieat foreign 
bank, which buys up bills of exchange upon London, 
and sends them here to be cashed, in order to supply 
itself with gold &om the stock kept on hand by the 
Bank of England. Or it may be our own Government, 
which, by making loans to a foreign State, necessi- 
tates a corresponding export of the preoious metals— 
or which, in times of war, has to export specie to pro- 
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vide supplies for its aimy abroad It may be our 
com-merchants importing grain to compensate a defi- 
cient harreat; or onr mannfiictnreni wlio purchase 
atooad the raw materials of their indnstry. Or, 
finally, it is great capitalists, great money-Hlealen, who 
convert their money into gold or silver as best enits 
their purpose for the time, and who transfer it from 
one country to another, 'n'ha;ever th^ can make the 
largest profits upon it It is these agencies, and not 
any mistmst of the notes, which produce the occa- 
sional heavy demands for gold upon the Bank of 
England. 

It is extremely rare that such drains ever become 
so great as to be a real and unamndaHe embarrass- 
ment for the Bank. In times of war, indeed — as, for 
example, dnring the long and gigantic contest with 
France under Ute First Kapoleon — the Government 
may have to send its last sovereign abroad in order to 
sustain the military operations of itself and its allies. 
But, save in anch Kttremely exceptional circumstances, 
which have occurred cmly once in our history, the 
drun of gold for export never assumes a magnitude 
such as really (that is to say, apart from the artificial 
restrictions of the Act of 1844) to imperil the position 
of the Bank. The export of three or four millions of 
specie generally produces such an effect upon Vbe rate 
of exchange, as of itself to render any fiutiier exports 
ofthe kind unprofitable. Henoe the drain ceases. And 
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moreover, as experience amply shows, in two or three 
months all the gold thns exported returns to ns. 
These, then, aie the caoses which produce the occa^ 
eional drains of gold &om the Bank, and such are the 
limits by which these drains are circniuBcribed. But 
never — not in a single instance — is gold demanded 
from the Bank owing to any loss of iaith in its notes. 
No one doubts the yalae of the Bank of England's 
notes, and the power of converting them into gold is 
never desired save as a means of procnring gold for 
export, by the parties and for the purposes which we 
have specified. 

The City of Gold is based upon gold: and the 
foundation is found to be pre-eminently unstable 
iiossTiEi *•*<! perilous. The golden base perpet- 
.iBingcAus. oaUy oscillates to and fro, and each of 
its greater oscillations is felt like the shock of 
an earthquake. It rises and falls, expands and 
contracts, and sometimes seems to slip away from 
beneath the City altogether. Then goodly houses go 
down by the dozen, — ^not because they are ill-built — 
not from any fault of the architect or occupants, but 
simply because the foundation upon which they all 
stand has given way. Of late years these oscillafdons 
have become more frequent and more serious; and 
every ten years or so, a convulsion takes place — not of 
nature, but by Act of Parliament — which spreads 
terror and disaster through the Golden City, and para- 



ibyGooglc 



UONXTAST EASTHQUAEES. 169 

Ifses the whole countiy as effectoallj as if an earth- 
qnake had strewed with ruins the great seats of om 
national industry. The merchant and the manu&c- 
tiirer, the shopkeeper and the day-labooier, alike find 
their trade stopped, and their gains swept away. Suf- 
fering and want spread orer the land, as if there were 
a great famina There is a paralysis of trade, a dearth 
of employment ; and the hard times are felt by the 
miU-worker and the bricklayer, not less than by the 
magnates of the trading and commercial world. 

Is there not something wrong herel Ought the 
presence or absence of a few millions of gold to make 
the vast difference between national prosperity on the 
one hand, and national disaster and widespread suf- 
fering on the other ? How will posterity speak of us 
when it sees that we made the huge fabric of our na- 
tional industry stand like an inverted pyramid, resting 
on a narrow apex formed of a chamberful of yeUow 
dross ? Will they not laugh at our folly, our barbar- 
ian ? When the usual supply of gold is temporarily 
diminished, why should our usual credit-system be re- 
stricted in proportion, or totally suspended 1 Of what 
use is Credit but to take the place of payments in coin? 
Was it not for this purpose, and for Ubia alone, that 
credit and paper-money were adopted? Why, then, 
not make use of our credit-system as a means of com- 
pensating the temporary absence of gold ! Why not 
tide over the dif&culty, instead of aggravating it 7 and 



ibyGoogIc 



170 THB CITT OF GOLD. 

•0 avoid the tremendonfl BoSenngs -whicli are erer- 
tecQzrent under oar present system of monetary legis- 
latioD. Suffering thooBands and starring myriads 
ngnalise each great monetary criaia. Even daring the 
last twelve months, though the crisis of evil has been 
escaped, the Bank-rate of 9 or 10 per cent haa awept 
sway a la^e portion of the profits of trade into the 
pockets of hankers and capitalists. Parliament inflicta 
miaery npon the country out of an antiquated defer- 
ence to some hits of yellow dross. Is this wisdom, — 
ia it homanity, — ^is it ciTilisation f 
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A QSAND sad impoemg place ia the Bank of England. 
Its yeiy exterior bespeaks its importance and its powei. 
It rises in the midst of the City of Gold like a fortieBs, 
the Capitol of the piecinct The cnneuts of traffic and 
of black-ooated myriads of busy human beings flov 
aronnd it, aa suudeied streams around a monntain-rock 
Thich they are poverless even to abrade. As yon 
walk aionnd its qoadrangalar mass, covering aeveial 
acres of groond, each side presents the same featnie 
of a front of solid stone, massive enongh to be the &ce 
(^ a fijitiees. Yet it is a fortalice of Gold, and wealth 
as well as power is represented by its exterior. Its 
solid &ont is relieved by stately aichitectoral decora- 
tion ; and ornamental colomns, Empporting nothing, 
bat simply let into the wall, present a display of 
opulence and grandenr which makes no sacrifice of 
stningUL On ail sides, the frontage ia relieved by 
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the framevork of windove, but the decorative mould- 
ings enclose only blank surfaces of solid wall. A fer 
small upper windows, on the side which faces the Eoyal 
Exchange, are the only breaks ia the solid front. The 
vast building is lighted entirely &om the interior. 
There is so much of the fortress in the external 
appearance, that one almost expects to see the grim 
mouth of cannon peeping out somewhere in the recesses 
between the columns. At the time of the Chartist 
mob in 1848, the Bank waa actually garrisoned by 
the troops ; and much of its internal as well as ex- 
ternal architecture has been planned with an eye to 
military defence. The building is a melange of many 
different styles : but the unity of general effect is well 
sustained, and the aichitocture of the vast edifice 
admirably suits the requirements, and symbolises the 
character, of this fortalice of Gold. 

ConBciouB power is never nervous about petty dan- 
gers ; and, solid and defiant as is the fa9ade of the 
Bank, all may enter who please. The restrictions 
upon entrance common in minor establishments are 
here unknown. Strong and secure, the Bank lets 
strangers come and go as well as its own customers. 
Any one who summons courage to do ao, will pass 
unchallenged through the solid portals, and past the 
grand-looking porters in their gold-laced cocked hats 
and gold-embroidered red mantles. On each front of 
the buildii^ there is an entrance. The largest of these. 
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an arched cftrriage-way, ia on the north aide, iacing 
Lothbury ; where b. solid gate studded with iion TivetB, 
backed by inner gates of solid iron, guards the entrance 
to the Bullion Office ; and through these portals vans 
laden with the pieclouB metals daily come and go. 

But the chief entrance to the Bank ia in Thiead- 
needle Street. Passing through it, we find ourselves 
in an open paved court. On either hand 
are the halls of the Banking department 
of the eBtablishmect, and in front is the Issue de- 
partment The portion of the Banking department 
to the right (forming the entire eastern end of the 
Bank) is devoted to the management of the National 
Debt, — ^where all transfers of Government Stock are 
registered, and where periodical payment is made of 
the dividends. In ordinary times these large halls 
are mere vacua regna, where a few clerks may be seen 
behind nn£reqnented conntera, with old and mnsty- 
looldng volumes of lai^ size arrai^d in shelves on 
the walL But at each quarterly term these rooms 
are crowded by people of nearly all ranks and classes 
(many of them from the country), who come to get 
payment of their dividends — ^which vaiy in amount 
from several thousands sterling down to a single 
pound or even less. The amoiint of work which 
this entails upon the Bank is greater than might be 
thought Apart &om the work of paying the divi- 
dends, the transfers of stock, which the Bank has to 
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Twister, amotmt in the aggi^ate to the enormons 
sum of about 230 millions steiling a-year * 

Leftving this generally empty part of the edifice, 
let UB visit the other portion of the Baokiiig depart- 
ment, lying to the left of the chief entrance. Here 
ve find the Drawing Offices — a long range of coimteis, 
one portion of which is devoted to Pablio or Govern- 
ment bnBinesB ; and &» other, and laiger, to banks and 
private onstomers. In the former of these offices are 
paid in the moneys received by the Government in 
payment of revenue, while the Government salaries 
and other expenses are paid out This portion of the 
Banldng department forms two sides of an oblong 
court (once the little chnrcbyard of St Christopher-le- 
Stocka), in which is an elegant parterre, with some 
healthy trees and shrubs, and an ever-flowing convol- 
vulus-shaped fountain, which is supplied by a welL 
Looking into this el^ant court from the north is the 
grand Court-room of the Bank, where the Directors 
meet in Council every Thursday, and publish those 

"nwftmonntofatook tmuferred it theBankof Bng1uidml860 
WW £l96t28a;62« ; in 1661, £268,900iT7« ; in 186% £228,4D3;06a 
In other wcodi, one-third of the bonds connected irith our Na- 
tionsl Debt ohMtgea hondB ererj year. The nnmber of holden 
at rtock vuiM hot alightij : in 1861 it wm 261,387 ; in 1862, 
284,696 ; in 1863; 264,011. The number of penons entitled to 
large dividends ii increasing. In 1861 there were 529 persona 
•ntitled to diridends of £2000 a-year and npwaidi : in 18GS thei« 
were 669; and in 1863, S85. At the hombler end of the list are 
92,190 persons whose jear't dividends did not exceed £10 in 1861, 
93,262 in 186% and 81,870 in 1863. 
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aimcmocements of change in the r&te of dificoimt which 
set a-palpitatiiig the City of Gold, and Bometiiues also 
the whole countiy. Adjoining.is the Committee-ioom, 
where three Directors attend daily to supervise the 
bnsineaa of the Bank, — seldom alone ; for other Birec- 
tois geoerally drop in, animated by a lore of bnsi- 
ness, and attracted also by the ezcellent lunch which 
daily mokes its appearance at one o'clock. 

A laige portion of the Bank's business makes little 
show. The discounting of bills is the meet important 
part of the daily operationa, but very properly these 
operations are hidden &om view. A man who has a 
" discount-account" with the Bank, and who wishes to 
cash certain bills in his poBsesaion, drops them, in the 
morning into places like letter-boxes, and returns in 
the afternoon to learn the &te of his application. 
Ordinarily, the bills are discounted as a matter of 
course ; but in ticklish times — and these are the very 
occasions when money is most needed by the trader — 
many a heart palpitates aa its owner awaits the deci- 
sion of the Bank-parlour. But still larger issues are 
occasionally at stake, when the rq)resentatives of great 
firms are ushered into the presence of the Court, and 
ez|^ain the state of their afbirs with a view to obtain 
exceptional assistance in order to tide over some great 
but temporary embarrassment.' 

Let us now see the other great diviaion of the Bank 
— ^the Issue department. Leaving behind na the first 
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court which we entered from Tiireadneedle Street, witi 
ite red - mantled porters, and the Detective in plain 
TBI TSBDi clothes who seems to idle his time over a 
DBpABTKEXT. Qg^gpaper bythe doorway, — we ascend half- 
a-dozen broad steps, and enter a hall where people are 
getting notes exchanged for gold, or gold for notes, or 
notes for others of equal value. This is a public of&ce, 
open to all, whether costomers of the Bank or strangers. 
The chief applicants here are persons who wish to 
exchange their notes for coin ; and as these notes are 
banded in, their genuineness is carefully ascertained by 
an elaborate but rapid process of scrutiny. In the 
north-western comer of the building — if you are pro- 
vided with an order — you may see the manufacture, 
01 printing, of the notes ; and in another room, you 
may inspect the stock of cancelled notes, which are 
preserved for ten years after being returned to the 
Bank. Thus — as in the printing-ofQce there is always 
a stock of unfinished notes, still wanting the date, 
number, and signature — you may see the notes in 
embryo, as it were before they are bom, and also after 
they have been long dead. 

In the centre of the Issue department, and in the 
very heart of the Bank, you come into a glass-roofed 
. TBI BDLLKw coiu* ; and standing on the landing-place 

oxncB. of ^ flight of steps which leads down 
into it, yon see below you men engaged in packing 
or unpacking the precious metals, conveying them 
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into the vai^ts of the BuUioa Office, or sending them 
away in vans. There you may see the precious ores 
in boxes as they come from the mines ; or returning 
from the Bank-reSners in glittering ingots, — the silver 
in blocks almost as large as a common brick, and the 
gold of similar shape, but only about an inch in depth ; 
or finally, you may see them returning horn the Mint 
in the shape of coin, packed in strong boxes. The 
packers toss about the ingots, or £11 with bags of coin 
the iron-bound boxes, with an equanimity or indif- 
ference which seems strange to onlookers who have 
never before seen the precious metals in quantity. 
The buUion-vaults, as might be expected, are ex- 
ceedingly strong chambers, and a guard of soldiers 
and policemen nightly keep sentry over the golden 



Por the coin and bullion thus brought to it, the 
Bank pays — either in its notes, or, as is generally 
the case, simply by placing the amount to the account 
of the depositors. Thereafter the coin or bullion no 
longer belongs specially to the depositor, but equally to 
every one who keeps an account at the Bank, or who 
holds any of its notes. The Bank is bound to give 
gold for all its notes on demand, — and also (although 
this is utterly impoBsible) to pay all its deposits like- 
wise in gold ; but the persons who brought the gold 
have no other claim upon the Bank's stock of the 
pi«cious metal than that which is common to all the 
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noteholders and depositorB alika The gold hss beoi 
sold to the Bank; and thereafter any one vho has 
an accoimt with the Bank, or who holds aome of ita 
notes, ma; draw upon ita stock of gold at his pleaanre. 
As 70a lean over the hraas-topped balastrade, look- 
ing at the coining and going of the precdooa ores, you 
WKD ARD witness operations which affect Uie whole 
voTM. tngiQess of Qie Bank, and, to a great extent 
also, the whole trade and industry of the country. 
Every van-load of gold which enters or leaves that comt 
causes a rise or &U in the value of money, by increas- 
ing or i^imini ailing the amotuit of caaatcy available 
Eai the requirements of the community. The reason 
of this is not obvious, bat it is easOy explained. The 
Bank is authorised by Act of Parliament to issue notes 
to the amount of fourteen and a half millions sterling 
(£14,650,000) upon an equal amoont of Qovemment 
securities which it holds ; besides this, it is entitled 
to issue an amount of notes conesponding to the value 
of the gold which happens to be in its vaulta* Hence 
the amount of Money in this country is constantly 
varying. When much gold is deposited in the Bank, 
the currency is increased ; when little gold is deposited 
in the Bank, the currency is diminished. "What is of 

* AU the ipeoie i* kept in the Itmie depatboenl^ — uve a «miU 
pffirticu (uniaUjr ftboat £700,000), f"^^ "> B°^ '^ V^T ■» 
■ilTer coin, idiioh ii needed for the ordinuy butiDeai of the Bank- 
ing department. Bnt it ii the amount of gold in the lame depart- 
ment alone ^liucb i^nlatea the amount of the Baok'i notea. 
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iaoie Gonfieqnence, the Taloe of money oa loan, tiie Tate 
of diacoant, is affected to a stiU greater extent bjr eroiy 
Taiiatioa in the stock of gold in the Bank's vaults. It 
ia this latter process which invests with such ciitioal 
importance the entrance or exit of the gold-laden vans 
through the gates of the Bask of England. 

Let us see the process l^ which these variations are 
accomplished. Id the first place, how is this increase 
Hom "' decrease, this addition to or subtraction 
from the corrent^ of the country, effected 
by the Bank 1 It is usually said that the 
Bank gets its notes into circulation \iy ^ying thean 
away to the persons who bring the gold to it. It 
is supposed that the depositors of the gold ask for, 
and obtain in exchange, notes of the Bank equal in 
amount to the value of the gold so deposited. But 
this is a mistake. Suppose an individual take twenty 
or fifty thousand pounds' worth of gold to the Bank, 
what motive has he for carrying ofif a correspond- 
ing amount of bank-notes in his pockets Save in 
exceptional cases, he does nothing of the sort. The 
amount is placed to his oiedit in the Bank, or a draft 
is given him upon scune other bank where he keeps 
his account, and Uiereafter he can draw to that amount 
in larger or smaller sums as suits his convenience. It 
is a mistake, then, to suppose that every deposit of 
gold necessarily occasions, or does occasion, a corre- 
sponding increase of t^ note-circulation of the Bank. 
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When gold ia brought to it, the Bank does not neces- 
saiily pay away an equal amount of notes : it merely 
becomeB authorised to make an issue of notes to that 
amount. It makes a corresponding addition to its 
stock of notes in its Banking department, — that is 
alL And it may keep them there as long as it 
pleases. 

The variations in the amount of notes in the Bank- 
ing department are effected in this way. Every day a 
large amount of bills which the Bank has discounted 
are falling due, and are being paid to it in notes. 
The Bank never re-issues any of its notes ; but, when 
its stock of gold remains unaltered, it places an amount 
of new notes in its Banking department equal to that of 
the old ones which it has received in payment of the 
lapsed bills. And if ito stock of gold has altered, 
it places in its Banking department either a greater or 
lesser amount of notes than it has received in payment 
of these Mis, according as its stock of gold has in- 
creased or diminished For example, if a million's 
worth of bills which the Bank has discounted fall due 
and are paid to it on a certain day, and if its stock 
of gold has on that day diminished to the extent 
of £100,000 then instead of placing £1,000,000 of 
new notes in its Bankii^ department, it places only 
£900,000. In like manner, if the same amount of 
discounted bills &lls due, while its stock of gold 
has increased to the extent of £100,000, it places 
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£1,100,000 notes in its Banking department, inetead 
of £1,000,000. 

The notes thua kept in the Banking department are 
inactive, — ^they are not in circulation. They are car- 
rency, — but (if we may so phrase it) they are not part 
of " the cnrrentgf." They are not in use, — only ready 
to be put in use. Gold may flow in increasing streams 
into the Bullion OfBce, but such influx has no power 
to put into circulation the notes in the Banking 
department Another process must come into play 
before these inactive notes become active, by being 
transferred to the bands of the public. 

This is efTected chiefly by means of the discount 
operations. As the stock of gold in the laaue depart- 
ment increases, authorising a correspond- 
Of TBI oun- ing addition to the amount of notes in the ' 
Banking department, the Bank endeavours 
to get this increase of notes into circulation. It can 
only do this in one way — namely, by letting the public 
have its notes on easier terms than before. For example, 
suppose there are 15 millions of gold in the 'Bullion 
OfBce, and the rate of discount is 4 per cent : when 
the stock of gold increases to 20 millions, if the rate 
of discount be. still kept at 4 per cent, there will be 
no increased demand for discounts, and accordingly 
no increase will take place in the note-circulation,^ 
unless an expansion should simultaneously occur in 
the trade of the country and ito monetary require- 
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meotB. If the Bank-rate remained steady at (say) 
4 per cent, any exceptional increase in the amoimt 
of notes in the lasae department (owing to an ezcep- 
tional inciease in the Bank's stock of gold) vonld not 
get into circulation. The public, having already as 
much money as it wants at that rate, would not take 
this extra amoimt of notes off tlie Bank's hands. But 
in order to get these additional notes into circulation, 
the Bank at times reduces its chaige for discounting 
bills to 80 low a point as 2 per cent In other words, 
it annoimcee to the public that it will lend its money 
at folly one-half below the usual rate of charge. 'Who 
would not have money on such easy terms i Every 
meichant and shopkeeper who has a bill in his poesefl' 
sion (instead of keeping it beside him, as he mi^t 
otherwise do, tall it becomes due), takes it at once 
to his bank and gets it discounted. Moreover — as 
almost any kind of business will pay when it can be 
carried on witi money borrowed at 2 per cent — people 
extend their business, and new enterprises are unde> 
taken. And eveiy increase of business augments the 
number of bills which have to be discounted. In this 
way the discount-business of the Bank is increased. 
And as the Bank pays the proceeda of many of those 
discounted bills to its customers in notes, it gets its 
surplus stock of paper-money off its hands, and propor- 
tionally increases the active currency of the country. 
With these facts known, a very different feeling 
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frcaa iliat of mere cuiioaity fills one, aa he looks dovn 
upon the packers afc work in the Bullion Coort of the 
Bank. The ingots there tossed about are so many 
bricks added to or withdravn from the foundations 
of our prosperity. They constitute the narrow basis 
upon which the vast fabric of our monetary system 
is made to rest. The variations produced in the 
supetstruotnie by these ebbs and flows of gold are 
twofold in character : one afiecting the amount of 
the Currency, the other affecting the rate of Interest 

The variations produced in the amoant of the cur- 
rency, by the operations of the Bank which we have 
just described, are by no means incon- 
In the autumn of 1853, for 
example, the amount of the Bank's notes in circula- 
tion was £24,500,000 ; in December 1855 it was only 
£18,142,000— less than three-fourths of what it was 
two years before. Such a variation nnqnestionably 
seems excessive; bat, instructed by experience, we 
no longer attach to it i^e momentons importance 
attributed to it by the monetary authorities of the past 
generation. Prior to 1844 — ^indeed until several years 
later — an expansion of the note-circulation such as 
occurred in 1862-3, would have occasioned, on the part 
of oui authorities in monetary science, a great ont- 
ciy about " over-issnee." They would have protested 
loodly against the "depredation of the cnrrency;" and 
the direst evils would have been predicted as the in- 
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evitable consequence of tlie cnrrency havii^ l>een tlins 
made " lednndant." According to them, the public 
ehotild have commenced a nm nptm the Bank in order 
to convert the " depreciated " notes into gold, and the 
precious metals should have immediately fled &om oni 
shores. Ko such dire results followed. As a simple - 
matter of fact, ve may state that wh^ the currency was 
at its highest point (in 1852-3) there was no drain of 
gold at all, either &om internal demand or for export ; 
and the subsequent drain upon the Bank by the efBux 
of specie only assumed a critical magnitude in the latter 
months of 1855, when the note-circulation was at a lower 
point than it had been for several years before, or than 
it has ever been since. Two or three millions more of 
bank-notes in circulation ^ 1853 the excess above 
the ordinary amount was about four millions) is found 
to make no impression npon the value of the general 
currency. In truth, the mere amount of the note-cir^ 
culation (to which bo much importance used to be 
attributed) is of no significance of itself, — t. «., apart 
from the commercial position and monetary require- 
ments of the country. A supply of money, as of any 
other commodity, vhid) is simply adequate in ordi- 
nary circumstances, may become either excessive or 
inadequate owing to a change in the amount of 
demand. An expansion of trade — still more a 
panic, or paralysis of our ordinaiy credit-system — ^may 
rmder 24 millions less adequate for the monetary 
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vantB of the countty than 21 millionB in ordinary 
times. 

Contractions of the cttrrency, as well as expansions, 
are effected by means of the discount-operations of the 
Bank. If the Bank refoae to discount its 
ordmary amormt of duIb, its note-cucnU- 
tion will be correspondingly reduced. This used to 
be its practice in seasons of monetary difficulty. But, 
recently, it has altered its practice. It no longer con- 
tracts its not«-issnes below the average : indeed, in times 
of crisis, its issues now are always greater than in 
ordinary times. The Bank raises its rate of discount, but 
it does not seek to reduce the amount of the currency. 
TVhen it greatly lowers its rate of discoiwt, the trading 
classes may take an increased amount of its notes or 
not as they please. But as, when it greatly raises its 
rate, money is in unusual demand, the trading classes 
must take off its notes, whatever be the terms. Djb^ 
trust of the ordinary forms of credit, such as bills, is 
then prevalent ; the other banks and discount-houses 
greatly <1iminiH>i their operations ; and hence an 
unusual amount of discount-business goes to the 
Bank. In ordinary times, many persona who have 
a discount-account with the Bank prefer to get their 
bills discounted with other establishments, because 
these establishments generally charge somewhat less 
than the Bank-rate. But as, in times of crisis, these 
establishments contract or suspend their disconnt- 
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opeistdonfi, every one who haa a diBcount-Bccoant with 
the Bank haa to take his bills to it. So that, in times 
of monetaiy difficulty, the demand for discoants at the 
Bank is inniiiably much gioater than osual, however 
high maybe its cha^. In fitct, a very high Bank-rat^ 
by depresBing the maiketa and cansing &ilare8 and 
distrost^ of itself occasionB an increased demand for 
its notes. A larger supply of money than nsoal is at 
anch times indispensable to the community. And the 
Bank now aupplies them with what they want, oa 
condition that they pay the high terms which it 
exacts. Thus, amiough the Bank expands the cur- 
rency, by an extra issue of notes, when a latge stock 
of gold is in ita Issue department, it does not seek to 
contract tiie currency below the ordinaiy amonnt at 
times when its stock of gold is unusually diminished. 

These facts are worthy of attention, because th^ 
throw light upon a question which at present is not 
THBBASK ^^^y understood. It is generally trap- 

^"'^ posed that the system followed by the Bank 
ia based upon the principle embodied in the Act 
of 1844 This is a miatake. The principle upon 
which that Act was baaed is now repudiated by the 
Bank Courtj the means which Sir B. Peel, Mr Goal- 
bum, and Mr Jones Lloyd (now Lord Overstone) 
desired should be adopted to meet a drain of gold, are 
not employed ; and our monetary system ia now r^n- 
loted on a method which was not thou^t of l^ the 
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fnmers of tlie Bank Act The Byatem and the Act 
proceed on diffleieiit piinciples. The Act waa passed 
for the YBTj pnrpcBe of aecming a contractioii of the 
currency, in proportion as the stock of gold in the 
Bank decreased. But the Bank, now, makes no such 
contraction, — noi even attempts it How is this? 
Let us examine the Act &nd the motives of its 



In 1844, and for thir^ years previous, the predo- 
minant idea with anthoritiea in monetary science was 
j^KBT OT ^ dread of " over-issues." That had heen 
OTZR-IM7B. tj,g current theory, in connection with 
Bank-crises, &om 1810 downwards. It was a pair of 
coloured spectacles which the Bullion Committee left 
as a legacy to the sabsetiuent generation, and which 
became the medium through which all our monetary 
difBculties were viewed. The increase of the Bank's 
issues to the extent of a million or two above the 
ordinary amount, was held capable of producing ihe 
most momentons consequences.* It " depreciated the 



t the aggregate note-drcnlKtion of England, 
upon vUch Mr Jonea Lloyd (noir Lord Orentone), in hit evidenoe 
before the Ajliamentaiy ConunittM of 1840, foanded his chai^ea 
of " miBiaanagemetit " againtt tlte banks of iame, only amonoted to 
two milliona and a haU. MoreoTer this expansion took place grad- 
naBy, being spread over a period of five yean, — the note-cimula- 
ti<Hi (we take Int own fignree) being £S8,36S,000 oa the lab of 
Jtamij 18H '^ £31,020,000 (ita bigh«rt point] on the 18th Sep- 
tember 1838. To ttda "over-iwoe" he atttibnted the tevere oriaea 
irtuoh oconned between 1836 and 1839. What haa hii Lordihip 
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cnrrency," and was the parent of out recurrent mone- 
tary crises. The upholders of this theory, it is true, 
never demonstrated, by a reference to prices, that the 
currency UKU depreciated.* They took that for granted, 
and a good deal more besides. ITpon this hypothesis 
they built a currency-system. They hdd that " over- 
issues " was the main cause of all the drains of gtdd 
&om the Bank. The Bank, they said, from a love 
of gun, increases its notes to the extent of a mil- 
lion or two above its ordinary issues ; tiiereupon the 
currency becomes redundant, the notes are d^re- 
ciated, and an inflation of prices takes place. The 
public, finding the notes depreciated, make a run 
upon the Bank to get them exchai^ed for gold; 
and as the gold is of no more value than notes in 
this country, they send it abroad. If the Bank, in 

to Mfto the maoh gnatw " orer-iMnea" in 1602-3, which pm- 
dnoed DO criaii, or difficulty of any kind T 

* So Ur ftDin the cnrrenoy being deptedated daring the din«- 
bmu yean ending irith 1839, the caae wu the rereno. It wu a, 
period not of " iobted " bnt of veiy low prices. It kppe*te frmi 
the published itatement of Mr Smith, ohairmmn of the Maochestet 
Chamber of Commeroe, that in the winter of 1836 and spring of 
IB37 (when "over-issaea" were alleged to have been made by the 
aoDntiy-banka) the fall in price upon the five great article! of 
" cotton, woollen, lilk, linen, and hardware," amounted on the 
average to 37 per cent. He BSye— "Hie ratee of depreciation on 
•11 theae great articlea of jsodnction may he gathered withont di£G- 
aol^frotn the pricee-oaireat of the spring and antnmn of 1S37, 
— the fall in [nice Taiying from 2S to fiO per oant :" the Talne of 
money, of coone, having been tempowily enhanced to a com- 
■ponding extent. 
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order to fill up this gap in our currency, issues moie 
notes, these notes are immediately brought back to it 
again in order to be exchanged for gold, which is in 
like manner sent abroad. And this goes on till Uie 
Bank is drained of its gold, and the country is in- 
volved in panic and disaster. " Over-issues," in short, 
in their opinion, was &e chief cause of the recurrent 
drains of gold &om the Bank, and all cor woes. 

Sir Bobert Peel found this theory prevalent — so to 
speak, established. It was the orthodox creed of the 
day. He adopted it, and framed upon it his Bank 
Act of 1844, — by which he sought to secure a contrac- 
tion of the corrency whenever a drain of gold should 
commence upon the Bank. By contracting the cur- 
rency at these times, he reckoned he should prevent 
the " depreciation" which (as then believed*} was the 
cause of the drain ; and thus save the country &om 
the dreadful disasters which such drains of gold had 
unquestionably produced. 

It is a very neat theory. But it will not square with 
the facta. We, who have seen £300,000,000 added to 
the general currency within fifteen years, with bo little 

* Frodeeding upon the hypotheau that our draina of gold were 
occasioned b; "over-iwaee," wliioh produced* "deprooUtioii" ot 
the caireacj, Lord Oventone, in l&W, Mid : " The mflox and 
efflux of gold conititatee the only proper rule by which to reKolato 
the Taiiationa of a paper-omrenoy. . . . UpoD the principle which 
I contend for, wbea an export of gold takes place from &e country, 
there would be a cancelling of paper-notes to an equal amoitnt," — 
See hie evidence before the Parliamantaiy Coounittee of ISMl 
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effect that it is still doubted b^ many authorities 
whetlier there has been any depreciation of money at 
bU, and vhen the loanable value of onr currency has 
notably increased, may well be sceptical as to the 
doctrine of oTe^-issues, even if we had not other and 
direct evidence to the contrary. Experieoce shows 
tiiat the occasional expansions of the Bank's currency 
(althon^ they may fbater undue speculation, if accom- 
panied by a low rate of discount], have no tendency 
whatever to make the cniiency redundant Of courae 
we speak of the actual, not of problematical, expan- 
sions. For example, in 1852-3 we bad a greater 
expansion of the Bank's issues than used to occur 
imder the Act of 1819, and twice as great aa that to 
which Lord Overstone attributed the crises of 1836-9, 
— yet no drain of gold ensued, nor mais of any 
kind Take another recent case. In November and 
December 1857, the Bank was empowered to make 
additional issues to the amount of two millions ster- 
ling, — although its note-circulation was then greatly 
above the average. In fact. Lord Oversttme main- 
tained that the Bank on that occasion " exceeded its 
proper limits of issue by £6,000,000 or £7,000,000." • 

* " The Bank lias not only been oompelled to avtul itself of tlie 
paRninioQ accorded to it by the Goreminent [to iame £2,000,000 
beytmd tia fixad amoant], but haa aetnally exoeeded ita legitmiat* 
iame by ione £6,000,000 or £T,000,00a I know euetly lAafc I 
•ay, and I maintuD ita aoomaey. ... It boa exceeded ita pro- 
per limita of iame by £6/101^000 « £7,000,000."— ^wm* iff Lord 
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Did any depiedatioii either of the notes or of the 
general cairenc^ ensue ? Let &ct8 answer. Daring 
these two months there was indeed a great alteration 
in prices — a vast change in the relatiye value of goods 
and money. But it was goods that were depreciated, 
not money. At that time prices weia immensely 
reduced below their ordinary level, and the purchas- 
ing power of money was enormously increased. So 
for from the ourrency being depreciated, owing to a 
redondanoy, money was then excessively scarce; and, 
in consequence, the prices of goods experienced a end- 
den fall to the extent of fully twenty-five per cent." 

Ovtrwloae, 3d Decenibor 1S57. If tfai* ma not " over-iMoe," irtukt 
■re m to nudofltaiid by the taitn T 

* Thia fact ia proved 'by the mbjoiiied oomp6riK»i of prioes of 
importa h^ore and diunng die UMDn of panie in Noramber 18B7, 
M ^Tan in ths Oommtrtial Daily Lul ; — 

" TUlow, which ftTeraged COl ii now BO*, par owL 

Sugar Sfia. ... 3Bh. per owt 

ColtDo, 7d. ... «d. parlb. 

Scotch pag'in»i, ... GOk. ... 90a. per ton. 

Saltpetre, 66b. ... 45a.percwt; 

Rice, ISa. ... lOe. per cirt. 

Silk, 30a. .., 20«.perlb. 

liuaeed, ... ... 70b. ... S8a. perqr. 

Do. oil, 40a. ... 32».percwt. 

Tin, 13Sb. ... 12&.percwt. 

Tea(Congon), ... 1b. 3d. ... Is, per lb. 

Pimento, SA. ... 3d. per lb, 

Tunoeiic, ... ... 60a. ... 30a. per owt 

Shsllao, 120b. ... 80b. per owt. 

Jnte, 28a. ... 20a. per owt. 

Hemp^ 36a. ... 30a.percwt 

Bare ia », fall of 27 per cent within », fortni^t." — We select thia 
statement on acoonnt of ita preciaioiii, although it do«a not ezpreaa 
the foil extent of depreciatiDn which aometiniea take* place in 
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So much for the theory of " over-isauea " in regard 
to depreciatioii of the currency. Of' course, if it be 
shown that the expansions of the Bank's note-ciicula- 
tion do not really produce depreciation, Ihen the whole 
Uieory foils to the ground. If there he no deprecia- 
tion, there can be no run for gold in exchange for 
notes, from this cause, — nor any export of the pre- 
cious metal, — nor any cousec[uent panic and crisis. 
But the whole theory is a piece of &ncy. The most 
ordinary acquaintance with &cts, with banking busi- 
ness during a time of drain and panic, suffices to show 
it is all moonshine. Since the drains of gold were 
supposed to be caused by the public losing faith in 
the notes and sending them into the Bank to be ex- 
changed for gold, the supporters of the theory ought 
to have been puzzled by the fact that, despite this 
paying in of notes, the amount of the note-circulation 
remained undiminished. If the public would not 
have the notes, and returned them upon the Bank, 
there was at least na sign of this. Although seven 
or eight millions sterling of gold was supposed at 
times to be withdrawn from the Bank in this way, 
strangely enough, the amount of the Bank's notes in 
the hands of the public continued unaltered. The 
theorists, indeed, allied that this was owing to the 
&ct that the notes were no- sooner sent into the Bank 
for gold than the Bank sent them into circulation 
^ain. How the Bank contrived to do so, the theo- 
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rists did not explain. If the notes were eo re-issaed, 
there mvat have been a coireeponding ezpaoBion of 
the disconnt-busiDess of the Bank; whereas ofScial 
statistics show. that the discounts at these times of 
drain used always (until panic was created, and 
placed the Bank itself in jeopardy) to be reduced. 
But to clench the ai^^ument, let us say at once that 
the drains of the precious metals, the runs upon the 
Bank for gold, are not made hy means of notes at all. 
They are made by means of cheques. To talk of a 
drain of gold upon the Bank being occasioned by peo- 
ple taking their notes to be exchanged for sovereigns 
is sheer illusion. No such thing takes place. It is the 
depositors, not the note-holders, who make the drain ; 
and it is by the presenting of cheques, not by the 
cashing of notes, that the specie resources of the Bank 
are diminished. 

Thus we see (1) that the Bank's issues, as a matter 
of fiict, do not produce depreciation of the currency ; 
(2) that the public at times of crisis do not return the 
notes upon the Bank in order to get them exchai^d 
for gold ; and (3) that the drain upon the Bank's stock 
of gold is made not by note-holders, but by depositors. 
Thug the theory fails at all points. Moreover, what 
are we to think of a theory which attributes our 
monetary crises to " over - issues," when it is a fact 
that ^ every crisis during the last seventy yeare, 
the very thing which at length stopped the run upon 
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the Bank has been a sadden, and sometimes a great, 
inorease of its note-eireuiaiion, by sd expaiuion of its 
dificouut-operatioQS t • 

It is a matter of importance that the actual provi- 
sions of the Act of 1844 should be clearly understood. 
pRovtaioag ^Vhen we discuss the objecte or merits of 
or iHB iiTT. a measure, let us consider what its enact- 
ments really are. The opponents of the Act attribute 
to it &ults, and its supporters see in it merits, which, 
whether they he faults or merits, do not belong to it. 
The proyisions of the Act are very simple. It severed 
the Bank of England into two separate and indepen- 
dent departments. It placed the Issue department, 
which deals with the currency, wholly apart from the 
Banking department, which deals with the deposits 
intrusted to the Bank by the State and the public It 
enacted that a certain amount of Government securi- 
ties belonging to the Bank should be taken out of the 
banking department, and placed in the currency 
department, as security for an equal amount of the 
Bank's note-circulation; and also, that for all notes 
issued beyond this amount, the Bank should keep in 
the currency department an equal amount of gold. 
This was the whole scope of the Bill: the minor enact- 
ments of the measure being simply a canying out of 
this leadii^ provisioa 

It will be seen from this, that although the Act 

* Vide mipra, pp. 89, 99-101, uid 109. 



mCooglc 



PBOTISIOHS or THE BANK ACT. 19K 

miglit ueoessitAte contractions of the currency, it did 
not Decesaitate expansions beyond the ordinary amount 
Don HOT — ^^^ ^ took place in 1852^. It per- 
mitted the Bank to enlai^ its note-circu- 
lation in proportion to any increase which 
might occur in its stock of gold ; but it did not enact 
that such enlargement should take place. It conferred 
a power of issue, but the Bank was left &ee to make 
additional issues or not When an onosual amount 
of gold is deposited with the Bank, the Act imposes 
no necessity upon the Directors to make an equally 
unusual issue of notes. Such enlai^ement of the 
nete-circulataon is not enjoined by the Act,* — it is 
wholly the doing of the Directors. The Act rendered 
compnlsoty the keeping of a certain amount of gold 
as a security for the notes. It fixed the limit be- 
yond .which notes should not be issued. Bat it did 
not enjoin that the note-issues should at any time be 
enlarged beyond the ordinary amount. Therefore, if 
at times the note-issues of the Bank are exception- 
ally increased, those augmentations are not rendered 
neceasaiy by the Act of 1844. Hence one part of the 
variations in the amount of the currency, and one 
part of the still more important variations in the 
rate of discount, are not tiie consequence of the Act 

* "TheBoDiemiut bereBponeibleiDOt theQ«Tenunent,"Bud8ir 
B. Peel in Jane 1844, when the bill wu nuking glow progien, "if the 
praentmeMorefkiled >nd»penodofuMma*e(fu«H«iagunBmved." 
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at alL If the rate of discount is leduced at times 
to the extremely low point of . 2 per cent, tliat is 
simply the doing of Uie Diieckirs. It is a course 
Trhich they take in order to get oat the additional 
notes which they have the power to issne ; although 
they are under no obligation to use that power. They 
are right to issue these additional notes if, from any 
cause, there is a spontaneous demand for them on the 
part of the pulJic : but are they right in forcing them 
out, by means of an exceptionally low rate of discount, 
which creates an abnonnal demand for them? 

The object of the framers of the Act, we repeat, 
was to prevent "over-issues," and Uiereby — according 
to the theory then held — to render impossible that 
" depreciation of the currency" which was believed to 
be the cause of the recurrent drains of gold from the 
Bank, which occasioned sach disasters to the country. 
This theory, as we have shown, has been exploded hy 
tads. It lingered on until 1857, and possibly it may 
linger in some quarters yet. But the facts connected 
with the crises of 1847 and 1857 fully demonstrated 
its unsoundness, its utter baselessness. The Bank 
Directors found that, so far as it could be carried out, 
instead of being a preventive or alleviator of our mone- 
tary difficulties, it was only fitted to aggravate them. 
They also found that such contraction of issues was 
very improfitable for the Bank. Prior to 1857, there- 
fore, the Bank had abandoned the theory npon which 
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the Act was fotmded. It Iiad adopted a new system 
of action. And in 1858 ve find the old doctrine of 
" over-issnea " ignored hy the Parliamentary Com- 
mittee of that year, and another theory enthroned In 
its stead. 

"The main object of the Act of 1844," says the 
report of that Committee, " was undouhtedly to secure 
THBORT ov ^s variation at the papei-cnrrency of the 
vABunox. feii)g(join according to the same laws by 
which a metallic circulation would vaiy." Before 
considering the merits of this currency-doctrine, 
we feel bound to say that this is a view of the Act 
which certainly was not taken by its iramers, Mr 
Gonlbum stated explicitly in his letter to the Goyer- 
nor of the Bank of En^and (April 1844), that the 
main object of the Act was to " prevent flactnations in 
the currency."* If it be said that the Chancellor of 
the Exchequer of the day was mistaken in so repre> 
seating the purpose of the Act, it wiU at least be 
admitted that Sir Sobert Feel is a good authority in 
r^ard to his own intentions. Speakii^ on the 3d of 
December 1847, Sir Eobert Peel said: "The Bill of 
1844 had a triple object. Its first object — that in 

■ Mr Oonlbtmi, in ttut letter, explutabny of the Act, itatad 
th»t the chief objoot of the meaanre waa " to place the general 
eiiculation of the country on a soonder footing, and prrvatt, at 
mucA at pottible, JfucttiatioH* in thtatrrmej/, of the nature of those 
whieh have at different timei occanoned haiard to the Bank and 
it to the eotmbr." 
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which I admit it haa failed — was to prevent severe 
and sudden nontrac^ion, and the panic and confnsion 
inaep&rable from it. Bat the Bill had two other 
objects, — the one, to maintam and goaiantee the oou- 
vertibility of the paper-currency into gold ; the other, 
to prevent the difficulties which ariae at aU tames from 
ondue specnlatioD being aggravated hj tiie abuse of 
paper-credit in the form of promissory notes" — %.e., 
bank-notes. As the Act was then upon its trial, and 
as he spoke after he had gained experience from the 
recent crisis. Sir R Peel doubtless took care to repre- 
sent his measure in the most favourable light. Never- 
theless, in the three objects of the Act which he then 
carefully specified, that which the Farliamentaty Com- 
mittee ten years afterwards asserted to be the " main 
object ' had no place. Again and again, iu 1844, he 
stated explicitly that his grand object was to prevent 
sudden contraction of the currency on the one hand, 
and undue expansion on the other, — and to maintain 
the convertibility of the Bank's notes. And the 
measures were adopted by him aimply as means to 
an end : not for the sake of carrying out any theory, 
bnt to accomplish a great practical residt — namely, 
in his own words, "to ensure to industry its Inti- 
mate profits." 

The doctrine that the paper-corrency of a conntiy 
ought to vaiy with the scarcity or abundance of gold, 
is a maxim which — with all deference to Lord Over- 
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stone — is not compatible yrith common sense. If the 
doctrine be ligbt, paper-money sliould never here 
been invented. If it be right, we shonld cancel all ova 
bank-notes at the Yety seasons when they are most 
needed — ie., when our metallic currency becomes 
diminished and inadequate. Sir B. Peel approved 
of a contraction of the not«-circulation at times of a 
drain of gold, because he had been taught to believe 
that such drains are occasioned by a depreciation of 
the currency arising from over^iasuea And, adopt- 
ing this hypothesia, he thought that the prevention of 
such " depreciation" would suffice to keep an ample 
supply of gold at all times in the country. But he 
saw well, and in 1847 fully acknowledged, the evils 
which such contraction necessarily occasioned — 
namely, "panic and confusion inseparable from it." 
On principle, therefore, he was strongly opposed to 
"severe and sudden contraction" — even though he 
believed that contraction was indispensable at times 
when gold was ebbing £rom the Bank. Had he known 
— ^what subsequent experience and fuller investigation 
amply demonstrate — that " over-issues " on the part of 
the Bank are a bugbear, and that no expansion of the 
note - circulation, such as actually occurs, produces 
any depreciation of the currency, he would have seen 
still more reason to protest against great variations 
of the currency of either kind. Make the paper- 
currency vary in amount as gold varies! ""When 
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an export of gcJd takes place, cancel paper-notes to 
an equal amount 1" Ko gold, no notes! What a 
reductio ad ai>surdum / Sorely a doctrine vhicli 
leads to sacli a conclusion is theory run mad. How 
would it have flued with the country if, instead of 
William Pitt, a Jones Lloyd had been at the head 
of affairs during the great war with Napoleon } For 
many years during that war, especially &om 1808 to 
1815, there was hardly a sovereign left in the country: 
we needed all our specie to send abroad to Tnninf^^jn 
OUT victorious army under Wellington, and to make 
those loans and subsidies to the Cantinental Powers 
without which they could not co-operate with us in 
the field. At such a time — and it may occur again — 
the supporters of the " variation" theory would have 
nothing left to vaiy. The gold being 0, the paper- 
currency should also be 1 To hold such a doctrine 
ia to bid defiance to common sense. 

The practice of the Bank, for some years past, hss 
been r^ulated by a different principle from either the 
theory of "over-issues" adopted by Sir Bobert Peel 
in 1844, or that of "variation" as propounded by the 
Committee of 1858. Had the Bank Directors adhered 
to the currency -hypothesis upon which the fnuners of 
the Act of 1844 proceeded, their practice would be as 
foUows. The ordinary note-circulation of the Bank is 
about twenty-one millions ; and, as the Directors now 
keep the rate of discount at 8 per cent when there 
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are thirteen miUions of gold in the Bank, they evidently 
regard sixteen millions of gold as requisite to justify a 
rate of 4 01 5 pei cent, 'which maybe regarded as a fair 
rate when the currency is in its ordinary condition. Ac- 
cordingly, if they proceeded upon Sir R Peel's theory, 
whenever the stock of gold in the Bank began to fall 
below sixteen millions, the Directors should take mea- 
sures to reduce the amount of notes in circulation to a 
corresponding extent. Thus, when the stock of gold 
Mis to thirteen millions, they should reduce the amount 
of their note-circulation firom 21 Tnillinna to 18 ; when 
the stock of gold &lls to ten millions, they should 
reduce their note-ciicidation to 15 millionfi.* Such a 
course is quite impracticable. The redaction would 
mainlyf be efiTected by diminishii^ their diacount- 
operatione to a similar extent, — that is to say, by 
refusing to discount perfectly good bills which their 
customers desired to cash. It is needless to say that 

* So far misUken WM Sir B. P«eliii regard to the practical wolf- 
ing of the Bjitcm which he insngoTated in ISU, that he actoaJlj con- 
templated the posaibility of the cotrency being diminished at timea 
by the effect of thia Bill to only £11,000,000. And io order to 
enable the Bank Directon to cany out this oonbaction, he apecially 
provided that, at their pleasure, they might cancel 3 milliooa of 
the 14 millions of aecaritiee which were to be pUoed in the Issae 
department^ and thereby enable thenuelvea to Tsdnce their note- 
drcnlation to 1 1 miUioni I 

f The Bank oan r«dacs its QOte-ciTculatbn in two ways, — eitiier 
hj selling a portion of its Oovemment Stock, and cancelling the 
note* which it receives in payment ; or by diminishing its discount- 
operations. The first conrse occasions alou to the Bank, thesecond 
imposes a still greater loss apon Trade. 
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any auch reduction of discounts on the part of the 
Baxik (i. e., to the extent of six millions) would bring 
our vhole &bric of commerce to the ground, and 
would occasion a crisis unparalleled in severity, while 
there were still ten millious of gold in the Bank. 
The Bank, in point of &et, cannot redace the national 
currency in this way — cannot redace its note-circu- 
lation from 21 to 15 millions — even if it were to make 
the attempt It would produce a condition of affiurs 
which would require more notes, instead of less ; and 
by attempting to withhold them, by contracting its 
diacounta, it would occasion a fatal run upon its de- 
posits. The Directors know this ; and as men of sense 
they neither try to effect such a contraction, nor wish 
to do so. 

It is also to be observed tliat they do not carry 
out the "variation" theory tacitly approved by the 
Farliamentaiy Committee of 1858. If they were to do 
so, they would act as follows. In 1852-3, when the 
stock of gold in the Bank amounted to 22 millions, 
they should have increased their note-circulation from 
21 millions (its ordinary amount) to 36 millions : that 
being the amount they were then entitled to issue — 
namely, 14 millions* on Government securities, and 

* This WM tha unount u it otood in 18G2. But u the Act pro- 
vided that the Bank (on ui Ordo* in Conncil being iaaued to thkt 
effect) ahould replace two-thirda of the note-iunea of provincial 
bauka which might Inpae, the tunonnt of the Bank's note-ciiculatioii 
baaed againrt Mcurities wm inercMed to £14,476)000 in Deoan- 
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22 nuUions on gold. This course could only have been 
carried out by meana of the discoaut-opeTationfi of the 
Bank ; and as the remarkably low disconnt-rate of 
2 per cent barely sufficed to get 24} millioos of notes 
into circiilation, it may safely be concluded that 36 
millions of notes could not have been got into circu- 
lation even though the Bank had reduced its rate to 
1 per cent] Hence to carry out this "variation" 
theory, and make the amount of the currency vary as 
the stock of gold in the Bank varies, is obviously as 
impiaotieable, and if effected would be as pernicious, 
as to carry out the contractions requisite to an observ- 
ance of Sir R. Peel's theory of " over-issues." 

Profiting by experience, the Bank Court have 
devised a new sjBtem of action, — and a much better 
f^ ^^ one for the Bank than either of the two 
nsnif. -wiiich in recent times have been stamped, 
the one formally and Uie other tacitly, with the 
approval of Parliament. This new system pays no 
r^ard to the amount of the currency. Let the gold 
in the Issue deptutment decrease as it may, the 
Bank takes no measures to contract the amount of 
the currency, by withdrawing from circulation any 
portion of its notes. In like manner, let the gold 
in the Issue department increase as it may, there 
is e point beyond which the Bank will not go in its 

IwT ISSS, and, in oatueqaenoe of m fnithar additioii, now mmoniiti 
to£14,6fiO,000. 
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measures calculated to produce an expansion of its 
note-circulation. The Directors carefully observe the 
positive provisions of the Bank Act, but within that 
limit they act as they please. When a certain amount 
of gold is in the bulHon-vaults, they are empowered 
to keep an equal amount of notes in the Banking de- 
partment These notes constitute the reserve of loan- 
able money. It ia something apart irom the ordinary 
circulation : it is a supply of money in excess of that 
which ia employed in the Bank's ordinary discount- 
operations. It is, in &ct, as we have said, the Bank's 
reserve of loanable money. The Act r^ulates the 
amount of this reserve, by compelling it to vary with 
every change in the Bank's stock of gold : hut the Act 
leaves the Directors free to use this reserve as they 
please. Accordingly, when this reserve is very large, 
the Directors lower the Bank-rate, and invite the trad- 
ing-classes to engage in new enterprises, and to bring 
more bills to be discounted at the Bank. They say at 
such times, "We have a great deal more notes in 
reserve than is usual or than is necessary : therefore 
let OS reduce our rate for loans, and induce the public 
to take a portion of them off our hands." Again, when 
this reserve of notes is diminlBhed, they say, " Let us 
charge the public a higher rate for the use of them." 
The Bank Act may be quite wrong in the limit, and in 
the fluctuations, which it imposes upon the amount of 
the Bank's reserve of notes : the Directors have nothing 
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to do with tliat It is also tnie that ike Biiectors 
may, and ve think do, err to some extent in the nse 
which they make of their powers. But let as see, 
in the first place, how this new system is worked. 

It certainly does not obviate those " fluctiiations 

which (to use the words of Mr Gonlbum) have at dif- 

_ ferent times occasioned embarrassment to 

TUtUnORB 

o» TBB the country." On the contrary, fluctuation 
is now the order of the day. Fluctuations 
in the rate of interest are the peculiar feature of the 
new system. The rate of usage thronghont the country, 
the charge for money on loan, varies with every million 
or half-million of gold deposited in or withdrawn from 
the Bank of England. Let us give a specimen of 
these fluctuations of the Bank-rate, taken &om the 
years 1857-58 ^— 

1857. Oct 1, tkH Sate stood at S} per cent 
Oct. 8, nieedto 6 

... Oct 12, ... 7 

... Oct 22, ... 8 

... Nov. 6, ... g 

... Nov. 9, ... 10 

Dec 24, redacedto 8 

1858. Jan. 7, ... 6 
Jui. 14, ... S 

... Jan. 26, ... 4 

... Feb. 4, ... 3t 

... Feb. 11, ... 3 

A series of eleven great changes, first upwards and 
then downwards, in four months ! In a single month 
the Bank-rate was raised from 5J to 10 per cent. 
Thereafter, in six weeks, it descended precipitately 
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horn 10 pet cent to 3. DmiBg thia period, the cou- 
dition of our Trade resembled that of a traveller who 
has to CI0B3 a lofty pass of the Alps at midsummer, 
aad who alternately eluTere with cold and hioils 
with heat within the space of twenty -four horns. 
Fortunately for the ttaTeller, he usually suffers 
only a temporary incouTenience fiom these changes ; 
but Trade, when compelled by the Bank to undergo 
such vicisutudea, becomes paralysed by the severity 
of the tortures inflicted upon it 

The whole conunerce and industry of the country ia 
affected by those changes ; for — let it be distinctly kept 
iHirawrKora ^ mind— all our tade ifl carried on by 
cpoB iRiDs. means of bills, which their holdets have 
to get discounted in the ordinary course of business.* 
Every commercial enterprise, therefore, every iiidu»> 
trial contract which extends over a considerable 
period, is liable to be vitiated by the alterations 
which are made in the Bank's rate of discount. 
For example, when a Company accepts a contract 
for the execution of some large work, if the Bank- 
rate is thereafter greatly lowered, the contractor 
gains at the cost of the Company. If, on the 
other hand, the rate is greatly raised, the contractor 
finds his eq>ected profits swept away, — perhaps 
himself swept into the Gazette. His profits, unless 
he be a wealthy man, are all that he has to live 
* Fufe tt^pra, pp. 95-96. 
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npoD: and vli«i Uiese aie swept away, be must either 
starve (an alternatlTe which is not usually pieferred) 
or, by withdrawing money &om his business for his 
own support, become unable to meet his engagements. 
The effect is equally serious in the wider department 
of general trade. Oui tradii^ and manufacturing 
classes, in embarking on their enterprises, base their 
calcolationa upon the current rate at which bills can 
be discounted. But if the Bank of Ei^;land laiae its 
chai^ greatly and suddenly — as it has often done — 
they find that they have to pay double what they 
reasonably expected for the ordinary advajices of 
trade. Or rather, as the discounting of bills is simply 
the transfer of a certain species of property (like the 
purchaoe of a house witb entry into possession three 
months afterwards), they find their property of this 
kind — and, as we shall see presently, of all othex 
kinds also — suddenly depreciated in value, &om no 
iault of theirs, nor from any act of theirs of any kind. 
When gold orerfiows in the Bank, all sorts of 
trading are promoted to the uttermost; when gold 
becomes scarce, they are remorselessly checked. The 
conseqaence is, that what is very moderate trading 
at one time is treated as over-trading at another. 
What was very slow txading in 1852, is set down 
as reckless speculation in 1857. In 1852, when the 
Bank had 22 millions of gold in its vaults, it reduced 
its rate of discount to 2 per cent, and, by offering 
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money on sacb easy teims, tempted all classes of 
teaders to engage in new operations. There are very 
few kinds of speculation that will not pay when money 
can be borrowed at 2 per cent ; and if the British 
public, in those years of low dlsconuta, did not rush 
into all maimer of rash and uncalled-for schemes, it 
was becatise they knew better what was good for them 
than the Bank did. In due course the wheel turned 
round ; and, after various finctuations, in the autumn 
of 1855 the Bank-rate was raised to 7 per cent, — 
nearly four times greater than it was two years before. 
In 1857 we had another series of embarrassing fluctua- 
tions : the rate passing from one extreme to the other 
in the course of a few months. In 1862, we once more 
had the mte at 2 per cent. And now — as a set-off to 
the previous very low rat« — during the last twelve 
months we have had the Bank-rate standing at the 
extremely high point of 8 and 9 per cent. 

In short, since 1844, there have been flactna' 
tions in the amount of the currency, and, stall more, 
ceaseless and excessive changes in the rate of dis- 
count, such as were unknown under the Act of 1819, 
and which have produced in a severer form those 
embarrassments to the country which Sir R Feel and 
Mr Goulbnm specially desired to prevent.* 

* The featura of our present monetuy tyitem which hu been 
deacribed in the preceding pftmgr&phs long ago attracted the atten- 
tion of the author { and by a conEideration of it, in connection with 
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Very low ratea of disconnt — such aa 2 pet cent — 
are hardly to he desired even as a means of pro- 
moting trade ; for this reason among others,* that 
as th^ aifi certain to he succeeded by much higher 
ones, they tempt traders to embark in enterprises 
* bh *ih pp. tnso. 

the political aapect of the tiniea, he wu enabled, in the spring of 
1855, to predict the monetoiy difflcuitiea which arertook this 
oonntr; in die concloding tnontha of that Tear,— aa well aa the pre- 
cise form in which the difBoulty aroae. In the nuddle of April, tita 
Bank-rate^ which had been falling for the pteviotu twelve montha, 
was redncad to 4 per cent — which the author r^arded aa a " low 
rate of disconnt for limea of war," aeeing that we had to export 
ipecie for our arm; abroad. And, in expoeitdon of the policy of the 
Bank, and of the reenlti which might be expected to enaoe fr(»ait, 
he wrote aa follows : — 

"The recent reductions in the rate of diacoont have been made 
bj the Direetore of the Bank of England vi order U> grttjlf Ihdr 
reMTvt-note*; and the process of reduction inQ be eonUnued tiniil t/teg 
tuceeediathtirolgeeL [ItwM reduced toSiinelght weeks afterwards.] 
Thoa traipted, the mercantile daas will come forward and take off 
the notea of the Bank, for the «ake of engaging in entopriaea which, 
but for the low rate of monetary acoommodation, they would not 
have ventured upon. . . . But suppose that a bad harreat comes, and 
we have to increaae onr imports by large purchasea of grain, wbieh 
we have to pay for in so many millions of bullion, — or suppose we 
have lo pay large tubtiditt to foreig» Pmoert, or tuatt to Uatoe tKe 
prxmeioning, itc., qfour army to be obtained by purchate in a /ortigit 
country, — then, all those disbmsementa being nude in gold, the 
amonntof that metal intheBankof England will be greatly dimin- 
ished. The Directors (in order to conqily with the Act of 1644, 
wbieh requires that the paper-cboulation shall be diminiahed aa the 
gold diminiahea) must then ' put on the acrew, ' by imposing a bigh 
rate of discount. [Between the 7tb September and SOth October 
the Bank'rate waa doubkd.] The eEfoot of this ia, of ooursa, to 
check mercantile enterprise. But it doea more than thia : it not 
only preventa new enterpiiaea being nndertaken, bat it aill bring 
ruin ttpon rnony <>f the gjeculotion* tohkh are going ok. Tbeaa apeo- 
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which will not paj ia ordinary times, and which nmat 
end in failure shonld die Bank, before their comple- 
tion, tetom to ite ordinaiy rate. But there is a great 
distinction to be made in considering the practical 
efifecta of an exceptionally low rate, and of an excep- 

nlatioiu 111^7 tw pofeotly wand and jnrtifiAble; theymajbe inch 
M, in ordinary obcimutBiicea, would Kftve tetomed a kandBome 
profit to their projecton ; but the sodden and great rise in the nta 
of discount will at once blast them with diaaeter. It does m in 
two ways. SnppCMe tiiat the ipeonlation be a caigo of foreign goods 
for this country; and suppose that, befora the «hip conveying them 
reaches oar shoies, the ioardty of money produced by the Bank- 
rqgnlatioss has lowered the prioe of soch goods in the martiet ; thai 
it followB that tba enteT[vise may prove wholly abortive, in oonse- 
qneuoe of the price obtained by the tnerchant falling far short of 
that which be had oaloulated on as sufficient to lemunente him for 
the speculadoD. Or, aappose the merohaot not a milliomuie (as 
otanparatively few are), and sn^^MMs the banks put on the aciew 
Kid urge him for repayment of [or rather, refuse to renew] Iheir 
advancee, or decline to discount his bills eioept at imponiUe rates, 
while his speculation is still in propess; then he may be forced into 
the bankrupt-list, although, but for those prooeedings, he wonld 
have remained perfectly solvent. A speculation cut short in the 
midst, however good it ma; be, is neceuarily nnprofitaUe ; and the 
prooedure of Qia Bank in such cases is Hie seUing mtn to mm and tut 
oHmmig Ihem U> rtap?' — Edvnbwrgh Advertiter, 17(A April 18GS. 

Before the end of 186S, the scaroi^ of money became so great 
that an Order in Council was passed directing the Bank to issue 
nearly half a million of notes (£475,000), unsecured by coin— tiiis 
being the amount of lapsed issuea of conntty baofca which tha 
Bank was conditionally authorised by the Act of 1644 to replace. 
And in spite of this, the expert of specie in Oovemment loans and 
tor the supply of our anny, {Hvved so embarrassing that it became 
a matter of discussian in the newspapers, and in political circles^ 
whether an issue of £l-nates should not be had recourse to.—in 
mder to allow our sovereigns to go abroad, and at the same time 
provide an adequate cotreiu^ for domestao porpoMi. 
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idonally high ona The effects upon trade of a veiy low 
rat« of diacotmt are permissive ; the effects of a very 
hi^ one (such as the Bank adopts during a drain of 
gold) are, virtaally, eompulsoiy. Prudence on the part 
of our tradets may, and to a great extent does, prevent 
any orer-ttading arising &om the Bank's exception- 
ally low latea. But no prudence will sofBce to pie- 
Tent loss when the Bank resorts to the veiyhigh rates 
such as of late years it has tieqaently enforced. 

These high rates have a double effect. They affect 
sales as well as loans. They alter prices, as well as 

the terms of monetary accommodation. 

Through them the markets are depressed ; 

end the whole goods and property in the 
countiy are temporarily depreciated to a serious ex- 
tent The amount of sales which goes on, and must 
go on, at all times is very great ; and upon all of these, 
when the Bank-rate is at 9 per cent, the holders of the 
goods lose heavily. It is upon the import-trade that 
these losses fall most heavily. It takes months before 
an order for cotton, for flax, for Australian wool, and 
foreign produce generally, can be executed; and when 
the Bank-rate is greatiy raised in the period between 
the giving of the order and the arrival of the goods, 
the importer finds all his calculations falsified, and 
instead of a profit reaps only loss. Moreover, at such 
times merohants have to force sales. Very few of 
them, however wealthy, can afford to hold back, and 
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wait for bettei tunes. Their whole capital (as the 
beat means of emploTing it) is embarked in their 
business ; and they must send their goods to market, 
in Older to obtain means to pay for the produce 
vhich they have imported. On the other hand, their 
customers, having to pay high rates for the usual 
trade-accommodation (i e., for the discount of the hills 
by which trade is carried on), naturally curtail their 
business : they stop buying altogether, or only bid at 
extremely reduced prices. In this way, during a season 
of monetary pressure, the holders of stocks of goods 
have to force sales ; while at the same time, and from 
the same cause, there are few buyers. In consequence, 
a great fall in prices takes place. 

Thus the mercantile classes suffer in a twofold 
manner &om a great rise in the Bank-rate. They 
THi Lossn ^"vQ to pay, it may be, a double price in 
OT IBAD1E8. oj^g]. to ggt their bills discounted ; and 
also, in consequence of the depressed state of the 
markets, they lose 15, 20, or even 25 per cent on 
th^ sales of goods. As a considerable portion of 
the import -trade is conducted by means of large 
orders — a whole cai^o of goods being eometimea 
ordered by a single firm, — a fall of 15 per cent in the 
home markets necessarily produces heavy embarrass- 
ment, and in some cases actual &ilure. Say that a 
firm sends out an order to India for £100,000 worth 
of cotton, or to the West Indies or Brazil for a like 
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amount of STigar, and that, owing to a rise in the 
Bank-rate, the market price of these goods &ills 15 
per cent hefore they can be sold in this countiy ; then 
the importing-merchant mil suffer an unexpected loss 
of £16,000, It is not every firm that can stand such 
a loss ; but in some cases the loss is still heavier. 
Instead of £16,000, the loss on this single transaction 
may be £26,000. In November 1857, as we have 
shown,* the depreciation of goods amounted to 27 per 
cent in the course of a single fortnight ; in which case 
the loss of the importer on £100,000 worth of goods 
would be £27,000. And in some cases the depreci- 
ation of gooda &om this cause is even greater. 

Hence it is that so many failures take place when- 
ever the Bank-rate is raised to 9 or 10 per cent. In- 
stead of profits, our importiiu; firms reap 
THcm ooms- crushing losses. These firms, in many 
cases, &U by no fault of their own ; and 
each one, as it suspends payment, becomes the centre 
of &esh embarrassmenta to others. Failures and sus- 
pensions multiply ; distrust spreads ; no one is sure 
of his ciistomer's bill ; credit is contracted ; notes 
are demanded in payment instead of bills; and to 
meet this new requirement the Bank's reserve of notes 

is largely drawn upon. TlVhat follows ? Under the 

present system, as the reserve of notes is diminished, 
the Bank still further raises its rate: the markets 

■ See footnote p. 191. 
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become stOl fuith» depressed ; still greater losses are 
sustained bjrthe merchoDts; distrust is swelled into 
panic; and, vith the coontry strewed in rains, the 
Bank itself becomes helpless. Then the Government 
has to come to its aid — hj sospending the Act which 
arbitrarily limits its power of iBSQB. Thereafter the pub> 
lie get the extra snppl; of notes which they want, and 
which are indiapenaable to them in seasons when dis- 
tnist nulMes the ordinary fonna of credit. The panic 
is stopped as if by magic : the evil goes no further. 
But so many finna have fallen — bo many more have 
escaped only with heavy loss — ^that trade is paralysed 
for several months afterwards ; and so many thousands 
of the working-classes are thrown out of employment, 
that all classes of the community have good reason to 
remember the calamity. This is a sadly different re- 
sult from that contemplated by Sir Bohert Feel, who, in 
his speech wh^ introducing the Bank Act, expressed 
his desire thereby "to ensure the reward of industry, 
and the legitimate profit of commercial enterprise." 

The startling doctrine has been held, that these great 
calamities entail no loss upon the country. " If the 

aggr^te loss had reached £100,000,000," 
TBI LOBHH it was said in 1S57, " the country would 

not be a single pound the poorer." To 
a certain extent this is true. Supposing (which is 
not correct*) that foreigners do not at such times 
■ Fide hifra, pp. 262-3^ 
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become pTuchasers of our depreciated goods and 
Btocks, the losses of one portion of the commtuiity 
are balanced by the gains of another. What is lost 
by the selleia is gained by the buyeiB. So far, there 
is no national loss of wealtL Nevertheless there 
is a national calamity. Immense losses are expe- 
rienced by certain classes ; and it is poor comfort for 
those suffering classes to be told that another class has 
grown richer npon their spoils. Even if we look at 
tiie matter as a mere case of wealth transferred, the 
question arises. From whom, and to whom, does this 
transference of wealth take place 1 Is it aot from the 
industrious producing classes, who have their aU in- 
vested in busioesB ; and to the great capitalists, who 
liave their funds lying ready to pick up the count- 
less good bargains which every crisis fbrces into the 
market? It is simple truth to say, tiiat, in every 
monetary crisis, the purchase of the depreciated goods 
and shares of the mercantile class goes to swell the for* 
tones of a few millionaires : of men who do not inv^ 
their capital in trade, but who, as money-dealers, keep 
it in hand on Uie outlook for good bargains. These 
"hard speculators," as the Times calls them, "pru- 
dently reserve their gold" when they see a season of 
difficulty approaching (thereby still further tighten- 
ii^ the money-market), in order to secure great prizes 
amidst the general wreck. "We make no objection to 
such conduct. The world moves on by eveiy one 
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attending to liis avm intereete. At the s&iue time, ve 
tliiiik that every transference of wealth, occaaioned by 
snch monetary coovulBions, is greatly to be d^lored, 
■ — fixini whatever class it be taken, and to whatever 
daaa it be transferred. We have as little satisfiiction 
in seeing the wealth of the trading-claasea swept off 
into the hands of the great capitalists, as we would 
have in seeing the mills and machinery of Lancashire 
suddenly transferred, during some convulsion, &om 
the manufacturers to the operatives. 

But these monetaiy crises do inflict loss upon the 
coiintiy, and that to a most serious d^^ree. In the 
pABALiaia ycflr following the crisis of 1857, our trade, 
or TBAsi. ^ evidenced by the aggregate of imports and , 
exports, fell off to the extent of thirty millions sterling.* 
And as the average fmnnul increase of our trade for the 
last ten years has been fully fifteen millions, the dimi- 
nution caused by that crisis was nearly fifty millions 
—equal to 18 per cent of onr amount of trade at that 
time. The loss thus occasioned to the country fell 
alike upon the employers and the employed : the 
former making less profits, and the lattor getting less 
wages or employment. -f- So much wealth bad been 

* See " Out Nilotneter, " given in next duster. 

t In Deoember 18&7, the retmn of tb« itate of employmeDt in 
23S fMtoriea uid workiliopB in. MuiclieBter, allowed, tlu^ of the 
whole number of theae establuhmeiitai, onlj M were working full 
time with a full complenant of lumda, — 60 were working full time 
with leM than their full complement, — 100 were on short time,— »nd 
23 wars stopped Bltogetber. Of the inirkpeople niuklly employed 
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withdrawn £tom the Ijading-classes, their position had 
been so enfeebled by the crisis, that they were disabled 
from carrying on their basiness to the usual extent 
And the amount of capital which Uiey had lost, being 
for the most part invested by its new possessors in the 
stock and shores of Goremments or established com- 
panies, gave no impetus to industry to compensate this 
enfeeblement of the trading and producing classes. 
Thos, then, it is evident that our monetary crises do 
inflict a heavy loss upon the country ; and also, ttud 
the wealth transferred at such seasons is employed 
with less profit to the country by its new owners than 
by those from whom it has been takeiL 

Under the present system, the action of the Bank, 
by alternate fits, increases and diminishes the current^ 
— expands and contracts credit. When the currency 
is abundant, the Bank increases it ; when credit is 
easy, it expands it still more. Again, when money 
becomes scarce, - the action of the Bank makes it 
scarcer ; and when credit is contracted, it contracts it 
still further, and eventually destroys it. 

To ordinary minds this seems a strange procedure. 

It seems a singularly perverse course that the Bank, 

which has been constituted the great foun- 
wai IS THiaf _ . - , . , 

tain and reservoir of the national currency, 

instead of r^ulating the flow in accordance with the 

in tbeoe [actoriei, only 15,498 were on full time,— 21,766 were on 
ahort time, — and DISS were wholljr ont of employment. 
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reqniremeDta of the country, should open its eluices 
widest when tiia supply is least needed, and should 
contract them in seasons when, &om a temporary CAvise, 
a free supply is indispensable to the wellbeing of the 
community. It may seem strange that an establish- 
ment which was instituted at first for the yeiy purpose 
of supplying, by means of its notes, a temporary de- 
ficiency of specie, should, whenever such a deficiency 
occurs nowadays, see in it a reason for withholding its 
usual supply of notes.* The first effect of the estab- 
lishment of the Bank in 1694 was to bring down the 
rate of interest ; why should it now reverse its character 
and functions, and, by means of its high rates, make 
iEingland the dearest country in Europe for money ? 

* Wlien WiOuni IIL asMuded th« thrane, the whole amoimt of 
meUllio moueyin Uiia coantTjdidiiot'ezoeed£7,000,000. Thew*r 
-which followed with the Oraod Monvque necemiUted the export 
of % portion of this ipecie for the suppm^ of our may in the Nether- 
laadfl, till in 16M the Oorenunent found it impoeaible to obbua a 
further anpply. Then it was thftt the Bank of EngUnd was estab- 
lithed ; and its first act. in compliance with its charter, was to 
lend £1,200,000 (nearly one-fifth of the entire tpecie then ia the 
conatry) to the Gavemment,— ieauing ita notes (oonvertible into coin 
on dduAnd] to re[^e the amooDt of metallic money thni with- 
drawn. In r^ard to the effect of the new establiehmeiit apon tita 
rate of interaat, Mr Godfrey, Depnty-Goremor of the Bank., stated, 
that whereaa in the beginning of ISH the OoTenuneut talliee (« 
sort of exchequer bills) were at a discoant of £2S to £30 per cent^ 
ia addition to the interest which they carried, the Bank took th«ai 
at par, and from the former haavy diaconnt they rose in 1694 to a 
pieminm. Hr Godfrey also entertained the hope that the eetab- 
liahment of the Bank would soffice, in the oonne of a few jean, 
to reduce the rate of interest thion^iout the oonutry to 3 per cent. 
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But there are two aides to every question ; and the 
following are the grounds upon 'which the present 
BTstem is supported. 

In the first place — as a broad general basis for the 
present system — it is maintained in many qnartera 
,, that an export of the precions metals is a 

cirnoL" loss of capital, a diminution of the coun- 
try's wealth. And upon this hypothesis the 
following reasoning is based : — An export of gold 
being a loss of capital, the wealth of the country 
is thereby diminished ; and therefore it is only 
reasonable that our merchants and others who 
require to obtain in loan a portion of that capital 
should pay a higher price for it — ift, by a rise in 
the rate of discount Accepting for a moment this 
hypothesis, let us see what it is worth. The iueome 
of our upper and middle classes alone, as repieseotod 
by the income-tax returns, amounts to 350 millions 
sterling a-year. And the actual prufiia of the nation — 
the increase made annually to the capital of the coun- 
try — amounts to about 130 millions.* Compared to 
this, what is the 4 or 5 millions to which our occa- 
Bional drains of gold for export-f amount ? Supposing 

■ Tiat b the ooncluiion at vhich the Eeonomiil orriTes, kfter 
% omfal exBuiinatioD of the matter in a aeriei of articles pablished 
at the end of last year. A Tory large dednoidos from thia esti- 
mate may be made without in any way afFecting oar argnment 

■f- Drains of gold from the Bank are not necenaiily for export. 
On all ooonriotu when a monetaiy criui aalmiDates in a panie, we 
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sucli exports did represent a loss of capital, what 
would it amount to 7 It -would not be a diminution of 
the national wealth at all, bat simply an insignificant 
deduction from its increase. At the end of the year 
in which such loss of four or five millions took place, 
the capital of the country would be £125,000,000 
greater than at title beginning. In fact, before any 
diminution of the national wealth can take place, the 
country must experience a loss, not of four or five mil- 
lions, but of upwards of a hundred millions. 

For example, in 1862, when, in consequence of the 
extraordinarily bad harvest, we paid nearly twice as 

much as usual for foreign com, this de> 
BNOLucD duction &am our annual profits produced 

no actual diminution of the national wealth, 
even though we had to encounter at the same time 
the dreadful calamity of the Cotton -dearth. Take 
1859 Bfl an average year by which, as a standard, 
we may test the relative loss (i.e., diminution of pro- 
fits) which the country underwent in 1862. In 1859 
our imports of com amounted to 18 millions, — in 1862 
they amounted to 38 millions : an extra expenditure 
to the country of 20 millions st«rling. In the former 
year the value of our exported cotton goods was 48 
millions, — in the latter year it was only 36 millions. 
Moreover, as the profits of manufacture bear a nearly 

jta,j Bofely reokan that two or three minions u« withdrawn from 
Hh Bmnk of Eof^Mid to meet the requirementa d die oQier banko. 
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fixed proportion to the qnantify of the work done, 
ctuite irrespective of the price of the raw material, 
the quantity of cotton spun or woven is a better teat of 
these profits than the value of the manu&ctured goods, 
which necessarily includes the cost of the raw mate- 
rial (which in 1862 was trehle what it was in 1859). 
Now, as the total quantity of cotton imported in 1862 
was only one-half of what was imported in 1869, the 
profits on the manufacture of it must have fallen to a. 
nearly similar extent. To this loss (which it is im- 
possible to estimate with correctness) add the extra 
20 millions sterling paid for foreign com ; and then 
the magnitude of the relative loss sustained by the 
countiy in 1862 will become abundantly evident 
Nevertheless, even though that loss amounted to 
£40,000,000, the realised wealth at the end of the 
year moat have been much greater than at the he- 
ginning. How absurd, then, to suppose that a drain 
of four or five millions of gold produces a diminu- 
tion of the country's wealth, and makes capital scarce: 
when, in fact, such a sum is not a twentieth part of 
the new wealth that is every year beii^ added to our 



So much for the hypothesis, even if it were well 
founded. But it is radically unsound. An export of 
WBT GOLD S**!*^ ^8 ^^^ necessarily, nor usually, a loss 
oon ABROAD, at alL It is like the paying of money 
in wages, or in purchase ; comparatively seldom is it 
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a paTinent of debt In the caae of a bad harvest, 
or of a great war, the ezpoit of gold requisite to 
meet sncb emergencies is unquestionably a loss of 
tbe national capital, — or at least a deduction &om 
the yearly inciease of that capital But, more fre- 
quently, an export of the precious metals is pro- 
duced by other causes than these. Generally such 
an export takes place simply for the purchase of raw 
materials, — the manufacture of which not merely sus- 
tains the iudostiy, but adds to tbe profits, of the coun- 
tty. Frequently, also, it takes place for the purpose 
of employing a portion of our yearly gains in remu- 
nerative investments abroad, — for example, in the 
guaranteed stock of Indian railways, or suchlike 
nndertakinga : and in these cases likewise the countiy 
derives a profit &om the transaction. Hence the 
hypothesis that an export of gold is a loss of national 
wealth is essentially unsound. We might as well 
call the export of onr iron or cotton goods " a loss of 
capital" It is not a diminution of capital that ia occa- 
sioned by exports of gold, but a diminution of currency. 
Or rather — merdy of that portion of onr currency 
which ia needed for making payments abroad, in those 
exceptional cases when there is a lack of bills of ex- 
change and when, also. It is not profitable for our mer- 
chants to make such payments by an export of goods.* 

* See fnrUier, pp. 237-6, ftod tlto onr renurki cm the moremento 
of Qm pret^oiu metals in next dupter. 
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Hence, whatever be the leaBon for very high rates 
of discount, at seasons when there is a drain of gold 
from the Bank, they are not occasioned by any dimi- 
nution of the national wealth or capital. Ueoally (as 
we have shown) an export of gold is simply a means 
of increasing the amount of the national wealth ; and 
in absolutely no case does it diminiBh the amount of 
that capital. In fact, great gains may be accompanied 
by an export of the precious metals ; aud such an 
export may be indispensable to their realisation. An 
export of gold may be, and generally is, nothing more 
than a small portion of our yearly savings sent abroad 
in order to make new investments, — or to get the 
materials fdr more employment and trade, and more 
gfuns to all classes of our people. 

Moreover, if a loss of capital were reaUy the cause 
of these high rates, how did it happen that in 1862 
Uie Bank'iate was so low t In that year, partly from 
a bad harvest, and partly from the calamitous Cotton- 
dearth, the country experienced a greater loss than 
in any year within the memory of the present genera- 
tion. Nevertheless the Bank-rate in that year stood 
at the lowest point which has ever been witnessed — 
namely, at 2 per cent. During the first six months 
of 1862 it stood at 2^ per cent, and in the autumn 
c&u or nr- ^^ ^^ *** ^- ^^ **^^ another case of re- 
DiA IN 1888. cent experience. At the close of last year 
there was a monetary crisis in India — so severe that 



fbyCoOglc 



SS4 THE BiSS. OF ENGLAND. 

prices were leduced 27 per cent. The opium, which, 
accoidiiig to a low estimate made by Sir Charles 
Trevelyan, onght to have sold at 1400 rupees a chest, 
only broi^ht 879. We need not say that the wealth 
of India is rapidly on the increase, — ^that it was no 
" losa of capital " which occasioned this extraordinary 
faU of prices. We may add, it was BtiU less a loss 
of capital prodaced hy export of the precious metals 
(which the theory we are now considerii^ regards 
as the cause of our high rates and low prices), — 
for at that very time, and for years before, the pre- 
cious metals had been ponrii^ into India in prodigious 
quantity,* 

" The qnantity of the precioiu metalf which h«d been imported 
into India during the prerioua ten je&ni {i.e., since let July 1853), 
ia at»ted by Sir Chulea Trereljrui u {ollowe : — 



1863-H 








£4,871,956 


I8W.55, 








2,028,258 


18SS-B6, 








11,301,288 


1856-67, 








14,413,698 


1857-58, 








15,814.359 


18a8-59, 








12,817,070 


I8S9-eO, 








16,356,963 


1860-61, 








10,679.350 


1861-62, 








H 809, 350 


1862-63, 








20,623,458 



So purely artilicial was the late monetary crisiB in India, that 
merchanta in Calcutta who had latge antoi in gold in their poesea- 
aion could not get Tnoneg (i. e. , legal onirency) from the Bank, either 
in exchange for, of upon the eecurity of, tlds gold. The eame thing 
would happen doHng a monetary criuB in this country, to mel^ 
chsota who had large nmu in eilTer. We may add, that during the 
oriuB in Oalcntta the Oovemment had some fifteen million! of 
ulver-monty (the ituidaid-moDey of India) lying in ita Treaauriea 
^-fnniiahiag the amplert teonritf for the oonvertibilitf of tiie extra 
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We need not cany our exposure of this " loss of 
capital" theory any tiuthei. If the charge for money 
on loan depends aimply (as this theory supposes) up- 
on the amount of a country's capital, then surely in 
England — the wealthiest and most orderly of coun- 
tries, and the most advanced in monetary economy — 
the Bank-rate should be lower than in any other place 
in the world. 

With less of error, but with equal unsoundness of 
data, it may be allied that our high rates of discount 
"LOAWABLE 0^ caused by a diminution of the "loanable" 
OApriAi." capital of the country,— which is but a 
small portion, a mere fraction, of onr aggregate wealth. 
In one sense every kind of property is loanable. A 
man may lend his farm or his honse, and get interest 
for it in the shape of rent. A carriage, or a horse, or 
a piano may be loaned, and interest received in the 
shape of hire. But by "loanable capital" is meant the 
spare wealth of oiur people which is deposited in the 
banks.* Let us see, then, if there are any fiuctuations 

Dote-Unies which were then required, but which, in obedienoe to a 
legalised crotchet were tigidl; withheld. It is in thia way that 
commDoities make miseries for thenuelres. 

* These Deposits ire a source of credit, bnt only a veiy sniall 
portion of them exista in the form of Money, ^ley are a kind of 
ledffer-wealth, — representing real property, but which cannot be 
til converted into money at OQoe. Money is the instrument by 
which these bank-deposits are effected and aecnmnlated; but the 
money, as soon m paid in, is sent on its travels again, and may 
be employed in succession to make new depoeitSi Cheques also 
are largely used for this purpose. It may tatdj be stated that 
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in the amoimt of this loanable capital which will 
account foi the variations in the Bank -rata The 
returns of the London joint-stock banks and of the 
Bank of England may be taken as a fair indication of 
the general increoae or decrease of banking-deposits 
throoghout the country; and we have compiled the 
following statement fiom the balance-sheets of these 
banks* during the last nine years: — 









M,4III,000 

as,toe,i)t>o 

Sl,lftt.000 



a,5ia,T,l,»*io,i 



3, *, 6, *, 31, a, 

*. B, 9, 7. 8, 

r,8.T,a,T,8,B,8,T,« 



th« unount of Money, whether in the form of specie or of p»per- 
money, actually existing in the banks of tb« TTnited Kingdom (tbe 
Bank of England excepted), is not more than one-fifteeath part 
of their deposits. Of specie, whether in the form of coins or bul- 
lion, the aggregate stock held by the banks of the United Kingdom 
(the Bonk of England included} is not more than £20,000,000 ; 
wher«u the Deposits amount to about twenty timea as mnch. 
The " loanable money" of the country, therefore, bears only a very 
amall propMiioQ to theamoont of the " loanable capibJ." Money 
and Capital (however some theoriita may confound them) are very 
difieient things; the oae of the former being simply to transfer, 
And in a small degree to store up, the latter. 
* Namely, the London and Weatminsta, the London Jodnt-Stook, 
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There is no indication of loss of capital, oi diminu- 
tion of loanable capital/ here. On the contraiy, these 
statistics show a steady and remarkable increase of the 
capital avaUable for loans and disconnts. Since Jane 
1856, the amount of this capital has actually doubled. 
The only year in which there is a marked decrease is 
in 1858; aod all through that year the Bank-rate, in- 
stead of rising, was steadily falling. The variations of 
the Bank-rate, as will be seen, do not correspond in 
any way with the variations of the amount of loanable 
capital. For example,, in 1857, when the great mone- 
tary crisis occurred, the loanable capital in the pos- 
session of the banks was 20 per cent larger than in 
the previous year ; and 3} per cent larger than in the 
year following, when the rate was lowered to 3 and 
2jl per cent. Again, daring the last twelve months, 
for the greater part of which time the Bank-rate has 
been kept at 7, 8, and 9 per cent, the amount of loan- 
able capital has been fully 25 per cent larger than in 
1862, when the rate was only 2) and 2 per cent 

The theory of " loss of capital," therefore, whether 
in its wider or its narrower form, is contradicted at 
all points by the testimony of experience and facts. 
Evidently there must be some other reason than this 
for the high rates of discount which are imposed by 

the Umon, the London and Conntj, the City Bulk, and the Bank 
of London — theee being the onlj ones of the preaent joint-ttock 
bank* in tiie tnetropoli* which wera ertiOiliihed prior to 18S6. 
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the Sank at times wben a portion of our gold is being 
exported. 

■ The real explanation of these high rates is, not that 
there is less capital than before, bat because there ia 
KiMcnj or ^ deficiency in the means of transferring 
HOB(T. it;_ n jg Qot Capital that is diminished, but 
Koney. Money is the chief medium by -which loans 
of capital are made* — ^by which property of all kinds 
18 tiansfened ; and it is a deficiency of this medium 
which is occasioned (under Act of 1844) when the 
Bank's stock of gold is reduced. Nothing more. "We 
do not here discuss whether the Bank, under the 
present system, does not unnecessarily aggravate this 
deficiency of money; or whether, but for the Bank Act; 
there need be any such deficiency at all. We need 
not observe that although a want of Capital cannot be 
supplied, a want of Money may. We simply desire 
clearly to point out that the cause of the high Bank< 
rate, at times when there is a drain of gold, is a 
temporary deficiency of Money, — a temporary lack of 
the medium by which Capital is transferred, whether 
in loan or in purchase, and one of the forms in which 
Credit is given. This point being established, a great 

* It ia not the onlj/ medium,— for biUs and cheque* ue lai^elj 
emplojed for this poipoae ia ordinary times. Bat in seaaona of 
oommercial failuraa and diabiut, theae latter itutrtunenta of 
exchanga fall into temporaiy disrepute, and their place must be 
■applied to a conaiderable extent bj an increased ose of Money, 
in the fona of Bank of England notes. 
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deal of itielevant matter is at once eluninated from 
the discnssion, and the subject b^ins to narrow to a 
definite and LnteUigible point. 

High rates of discount, indeed, are also enforced by 
the Bank upon a different ground bom thia, and under 
quite different circumstances : i.e., when there is no 
drain of gold at all, but simply an increase of the re- 
quiiementa of the public for notes — for the instrument 
of exchange which it is the special function of banks 
of issue to provide. Tina feature of onr monetary 
system will be dealt with hy-aud-by. Meanwhile, 
for the sake of cleaiuess, we shall pursue our e^ipos^- 
tion of the Bank's action during a drain of gold for 
eiqiort, — the object of that action — and the practical 
consequences of it. 

Under the Bank Act, whenever a drain of gold 
occurs, a scarcity of Money is produced. How, then, 
HOW TBI BiMK "^ these occasional and temporary 
deficiencies of om currency treated 1 



these cases has been brieSy and clearly stated thus : 
— " To restrain the efftux of gold abroad, and to en- 
coun^ ita influx." To accomplish this object, the 
Bank raises its rate of discount. And the effect of 
this operation is as follows : — 

There is always a large amount of bills of ex- 
change payable in London, in the hands of foreign 
merchants ; and there is also a large amoont of bills 
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payable in foreign countries held hy oar ovn mer* 
chante. These bills usually neutralise one another. 
That is to say, an English merchant 'who has to 
make payments in Paris and Calcutta, instead of 
sending specie, goes on 'Change, and purchases from 
other English merchants an amount of bills which 
they hold on those cities equal to the sum which 
he has to pay ; and then forwards these billa to his 
creditors in Paris and Calcutta, who obtain payment 
from their fellow-merchants there, upon whom the 
bills aie drawn. Foreign meichauts in similar fashion 
dischai^ the payments which th^ have to make 
in Ei^land : that is to say, th^ purchase from their 
brother merchants a certain amount of bills payable 
in London, and forward these bUIs to their English 
creditor, who thereupon obtains the amount from the 
merchants by whom the bills are payable. This is 
the course followed in ordinary times. But, if it 
is more adrantageons for him, an English merchant 
may forward to Paris and Calcutta the bills which 
he holds upon these cities, and order the amount to 
be sect to him in specie ; and a foreign merchant, 
if it is advantageous for bim to do so, may in like 
manner forward his bills upon London, get them 
discounted there, and withdraw the unount in specia 
But if the rate of discount be very high in London, 
the foreign merchant is sometimes det«rTed from send- 
ing over his bills to be discounted, and, rather than 
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pay 80 high a charge for the ready money, may prefer 
not to discQimt hia bills at all, and wait till they fall 
dae. When he does so, the object of the Bank of 
England in raising its rate is attained. The payment, 
it is true, moat be made all the same. All that the 
Bank effects ie to cause a postponement of the pay- 
ment, — ^by deterring the foreign merchant &om dis- 
counting his bills in the usual course. Thus " the ef&uz 
of gold is restnuned," so far as foreigners are concerned. 
The Ihiglisb merchant is in like manner restrained. He 
never thinks of sending specie to make bis payments 
abroad unless as a necessity or for a profit : that is to 
aay, unless vhen he cannot get bills of exchange upon 
the particular place whera his payment has to be made, 
— and when also, owing to a temporary depresaion in 
the markets of that place, it is more profitable fbr him 
(not having bills) to send gold than to send goods.* 
By raising its rate, the Bank seeks to destroy his 
advantage in sending specie, by making this mode 
of payment more unprofitable for him than the 
other — ».«., by exporting goods. Thus the raising of 
the Bank-rate tends to " restrain the efflux of gold 
abroad." 

- It also tends to "encourage the influx of gold." Bnt 
in accomplishing this part of its object, the lise of the 

* If B meruhant HsndB goodi abiokd, he at once beoomei poaseued 
of a bill of etchange^ p«yBble by the party- to whom the goods are 
ooDiigoed, irhich be (the exportiag merchant) can forward to hit 
fonign creditor in the same place. 
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Bank-rate operates in a different way. It produces 

„ ita effect by depressiiuc tlie home market, 

±ata na and Causing a fall of prices. It acts upon 
oitr produce-markets, apon the Funds, and 
upon English shares and stocks of all kinds.* By so 
doing, it Luduces foreign capitalists to make purchases 
of our temporarily depreciated goods. A French 
or American capitalist, for example, at such seasons 
finds he can purchase foreign produce cheaper in 
our markets than he can get it in the countries 
&om which it has heen brought. The produce of all 
countries is to be found in our markets. We have at 
all times on hand a large stock of sugar, of cotton, of 
flax, of tea,' coffee, &c. ; and when a great fall of prices 
takes place, foreign merchants supply themselves wil^ 
these goods &om our marketa. In like manner, when 
the shares, bonds, and debentures of our railways 
and other joint-stock companies, and securities of all 
kinds, become similarly depreciated, foreign capitaliste 
become purchasers of them at a corresponding profit 
Say that foreigners make purchases of this kind to 
the amount of a million sterling. Then a milhon of 
their money comes to this country— of course, in the 
form of specie: and the object of the Bank is accom- 
plished. But what does this operation amount to? 
We have got a miUion of money more, and have 
parted with a million's worth of property. So far 
* See tupra, pp. 211-12, 
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the excbange is even. Bat on what temis bas the 
exchtoige been effected? That depends npon the extent 
to which oar markets have been depressed. During 
tiie monetary crisis of 1857, as we have shown,* 
the fall of prices in oar produce markets amounted 
to upwards of 25 pei cent. In oui ahaie-market 
(consols and some other prime securities excepted) 
the depreciation amounted to about 15 per cent At 
such a time, if foreign capitalists made purchases to 
the amount of a milUon sterling, say one-half in goods 
and the other half in shares, we should have experienced 
a loss of capital to the ext«nt of £200,000. 

This is a heavy price to pay for " encouraging the 
influx of gold." The Bank thereby obtains a million 
WHAT It oosra ^ote of gold to place in its vaults ; but 
IBS oooHTBi. j;j,Q country, in paying for this gold with 
its goods, experiences a loss of two hundred thousand 
pounds, — a sum equal to double the annual savings 
of the nation in 1857. In short, for every sovereign 
that in this way is added to the Bank's stock of spe> 
cie, the countiy pays twenty-four shillings. This is 
called "correcting the exchanges." Considering the 
many failures and widespread commercial embarrass- 
ment which attend such depreciations of the property 
of the country, it would really be much better for us 
to purchase gold abroad at this price — i.e., giving 248. 

* Vide supra, footnote, p. 191 ; imd bIbo, {or tiia deprecutaon 
in 1836-7, iee footnote, p. 188. 
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for every £1 — than to continue onr piesent ^stem. 
Yet what would 'be thonght of the matter if it were 
pat in this foim? 

This is a very costly method of upholding oar mone- 
taiy system. The Bank, indeed, loses nothing by it. 
WHAT THB On tte contrary, every rise of the rate of 
«u<K owns, discount increases the profits of the Bant 
Its dividends, like those of oni banks generally, aie now 
largest when the country sufTera most &om monetary 
embarrassment. To the community, the injury ia 
twofold There is, fiiet, the national injury — the loss 
of capital occasioned by a transference of a portion of 
OUT goods, when exceptionally depreciated, to foreign 
capitalists. Secondly, there is the injuty to indivi- 
duals, — to certain classes of our people to the profit 
of others: the sweeping away (what the lat« Sir 
Eobert Peel respected so much) " the legitimate profits 
of industry," — the loss of reputation to solvent firms 
which are forced to suspend, — and the bankruptcy 
of others who, but for the depreciation of their goods 
caused by the tightness of the money-market, would 
have been able to meet all their eng^jemente, and 
to continue their business as usuaL 

These are great evils. How far is it necessary that 
the countiy should undetgo them T Before answer- 
ing this question, let us see how long the gold thus 
exported — either as a matter of State necessity, or as 
a means of obtainii^ profit and employment for our 
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people — remflins nbroad. Is it loat to ns f — or is it 
80 long of Tetuming that we most act as if it were 
lost to luf 

A117 one vbo haa watcbect, either in his own expe- 
lieuce or as recorded in oar annals, the ebb and flow 

of Uie precioTis metals, mnst have been 

Httmi OF struck with the &ct that the drains of specie 
which occasionally take place are vet; tran- 
Bitary. A few months, sometimes a few weeks, is the 
ordinary limit of their duration. In most cases, the 
gold simply does its work, and returns. In the great 
crisis of 1857, the whole amount of specie sent from 
this country to the United States, in the two months 
preceding the suspension of the Bank Act, was 
£1,126,000; and befoi« the expiry of two months 
afterwards (daring which time the Bank Act hod 
been suspended, the note-issnes enlarged, and the ratf 
reduced to 5 per cent), we had not only got hack 
from America all that we had sent thither, but nearly 
three times as much — namely, £3,200,000. In fact, 
an export of gold suffices to annihilate the causes 
which produce it It is the vei; thing that is 
reqtdred to rastore the temporarily- disturbed equi- 
librium, and it "rectifies the exchanges" of itself 
Unless in the highly exceptional time of a great war, 
such as that which we waged with the first Napo- 
leon, — when we had to make vast loans and subsidies 
to foreign Powers, and had to send abroad, year after 
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year, large sums in specie for the support of our army 
in tlie field, — an export of fire or six millions of gold 
sofficee to stop any drain, by meeting all the require- 
ments which occasion it. These requirements are oc- 
casioned simply by a temporary deficiency of bills, — 
owing to the payments (it may be bonus) which we 
liave to make to some particular country being in ex- 
cess of the ordinary amount, and also to the condition 
of the markets of that country being simultaneously 
such as renders it unprofitable for oui merchants to 
export thither an extra quantity of goods. He export 
of gold at once puts an end to this exceptional defi- 
ciency of bills: it acta instead of bills of exchai^je — 
in supplement of our deficient supply of them, — and 
restores the normal equilibrium. 

The cotton-crisis of 1862 was the most extensive 
derangement of our commercial relations which has 
ever occurred, and it is hardly possible to conceive 
a greater. Such a transference of a great branch of 
our trade from a country (the United States) with 
which we traded largely, to others which took from oa 
little of our goods, necessitated payments in spede 
to an unusual extent in cartyii^ on -thai branch of 
trade. Yet, after all — ^thanks to the energy and en- 
terprise of onr merchants, — the drain of specie which 
it occasioned never assmned reaUy formidable propor- 
tiona As regards India, that sink of the precious 
metals — ^to which the greater part of our cotton trade 
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was tiansfeiiecl, — although the specie which we send 
thither does not retnm to us, ovu trade with that 
country commensuistely increases, yielding increased 
profits to onr merchants. And moreover, by mana- 
factnrii^ the raw materials we obtain &om thence, 
and exporting them, we obtain bom other countries 
(notably &om Australia) a supply of the precious 
metals equal to the amount which we have sent to 
India. 

In the ordinary course of commerce, or of financial 
operations, the gold which we send to other countries 
HOTBHBiTB quickly returns to us. We repeat, — it 
ow avtaa. gimply does its work (makes a payment) 
and comes back to ua. The movement of gold, in 
&ct, are like those of a cheque which is never can- 
celled. The man to whom gold is paid can make 
no profit by keepii^ it. He passes it on to another, 
who for the same reason acts likewise, and so on, — 
the gold sufBcii^ to make payments, as a cheque 
does, and, like a cheque, having no other use. A man 
may, indeed, encrust the walls of his room with gold- 
coins, or he may paper it with a choice selection of 
bank-notes of different countries, — and it is hard to 
say which of these modes of decoration would be the 
better-looking, or the more insane. But the public 
votes him a lunatic, for employing the instruments 
of purchase in a way that purchases nothing. 
If a man pays another with a bill of exchange, the 
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teceiver may keep it for Bevetal months, — for it is 
equivalent to an interest-bearing security ; but no one 
keeps gold or cheques, for they are sterile. Qold is 
profitless unless it circulate : to circulate is its grand 
use and its -normal habit And as it circulates, Bitting 
from countay to country, makii^ payments or pur^ 
chases, and circling back again, a mom^itaiy ebb of 
t^e precious metal may occur in one country ^hile a 
plethora is produced in another. But this is merely 
transitory — a state of unstable equilibrium which is 
over in a few weeks' time. Why, then, should these 
temporary ebbs of gold put us in a flutter ? And yet, 
when they occur, we actually allow them to shake 
down our whole labric of trade and industry. 

In order to check these merely temporary ebbs of 
gold, the Bank adopts measures which not only (as we 
iin^HAi:. ^^^ shown) infiict serious injury upon the 
DttiMB. country, but also which in many cases im- 
peril its own position. In trying to stop an external 
drain upon its resources, it produces an internal ona 
The means which the Bank employs to check a 
drain upon its gold for export, are such as inevitably 
create an increased demand for both gold and notes 
at home. It does so in this way. By raising the 
Bank-rate to 9 or 10 per cent, a great fidl of prices is 
produced in the home markets, occasioning heavy 
losses to the holders of produce and goods of all kinds. 
Many failures take place ; distrust spreads ; notes in 
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many cases aie reqnired in paymeDt, instead of biUs 
or clieqaes ; and hence a drain of notes takes place 
apon the Bank. A drain for notes, under onr present 
system, is as fatal to the Bank as a drain for gold* 
And the more the Bank raises its rate, in order to 
check this demand for its notes, the more nmneroos 
become the failures, the more widespread becomes the 
distrost, and the greater the drain npon its reserve of 
not«8. And also of gold, — because many of the banks, 
in order to meet the panic, have to provide themselves 
with a larger supply of specie — by cashing their seca- 
rities, and withdrawing the amount in gold from the 
Bank. In this way, under the present system, an 
external drain inevitably "produces an internal drain 
also, — which is like lightii^ a candle at both ends. 
Indeed, during the last crisis (1857), the amount of 
gold withdrawn &om the Bank of Et^land to meet 
the internal drain was twice as large aa the amount 
which during the same period was sent abroad ; while 
the Bank's reserve of notes was in like manner en- 
croached npon, owing to the increased demand for 
money which the Bank's operations had produced in 
the countiy. 

* At tbe amoimt of notea which Ute Biuik ia permitted to iame it 
limited b; the amonnt of gold in its poaMmou, it lb bII the nme 
wheHier the dsmuid ii for notca or for Bpecie. If the depoeitor 
oalli for notea, the reaerre of notes is, of coune, cotmepondingly 
lenened ; if h« oalli for gold, the B«iik haa to ckscel notea to an 
eqnal mmoont 
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Thus, the crisea which ever and anon inflict wide- 
spread ruin and anffering amongst ns, are mainlj of 
OUT own malm^. Temporary difficulties we aggravate 
into etupendoos calamities, — ^panics and hankTuptdes 
by Act of Parliament The recipe to produce mone- 
tary crises is very simple. They can "be made at any 
time by the action of the Sank. Boise its rate to 
8 per cent, and "loneasiness" is produced: marketa 
droop and losses b^in, Saiae it to 9 per cent : the 
losses become heavy, — failures and suspwisions mul- 
tiply, — and distrust spreads. Baise it to 10 per cent, 
imd we have a panic and a crash. Or if 10 per cent 
is not enot^h, another turn of the screw will do it 
The Bank can always " correct the exchanges," • and 
ensure a commercial crash, by raising its rate to 10 
or 11 per cent 

The principle of restrictii^ the export of the pre- 
cious metals, which most Governments acted upon in 

• The term "faTonrable" or "iiiif«vom»lile," applied to the 
rate of sxchuige npou foreign conntTiei, ia a purely banbiog phnae. 
The state of the ezchangea, as we hare shown (pp. 221-2), has no 
neceasary connectioa with either gains or lossee on the part of t, 
ooontry ; it simply indicates a fact — namely, whether more epecie 
il ooming in or going ont. This is a matter which has nothing to 
do witli the protits of Trader*, but it is of gnat importance to 
Baoken, — who, irtien there is a demand for epeoie, must keep on 
hand a larger stock of it than usual to meet the lequirements ot 
their oustomen. This caoses • temporal; diminution of bankers' 
profits. And hence bMnken term the ezchangca "favonntble" 
when specie is flowing into the oonntiy, and "unfaTOunble" when 
it is flowing oat This, and nothing more, is signified by tbe 
"state of theezchangBe." 
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medieral times, has been condenmed for the last two 
hundred years. No one would ventoie 
nowadays to propose an export-dut^ on 
the predons metals. Nevertheless it is 
only the truth to say that such a &ank return to 
an exploded principle would be wiser, and more 
advant^^us for the community, than the adoption 
of it in the form which is at present in use. Such 
an export-duty, rising and falling with the varying 
amoont of specie in the Bank of England — as the 
rate of discount does at present — would "correct 
the exchuiges" quite as effectually ob the present 
system. And it would have this great advantage, that, 
without imposing any burden upon those who export 
the gold, save that to which they are at present sub- 
jected, it would relieve the internal currency of the 
country from the convulsions which now take place so 
frequently. The few individoalB who for their own 
advantage export the gold, would have to pay for so 
doing, althot^h not more than they do at present ; 
while the community at large, who are quite content 
with bank-notes, would not be subjected to an arti- 
ficial scarcity of these indispensable instruments of 
exchange. If country is to fight with country, in 
this barbarous fitshion, for possession of the yellow 
ore, an export-duty is certainly the cheapest way in 
which we can wage the conflict: — 

"Let those wlto nuke tha quarrel be the onlyonea wha Sgfit." 
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We say this for the purpose of bringiiig more clearly 
into view the real import and workiiig of our monetary 
system. 

It is worthy of notice that, in times of ciisis, the 
Bank of France adopts a different system from that 

pursued by the Bank of England. The Bank 
THi BASK of England seeks to obtain gold by raising 

ita rate of discount: whereby oiir whole 
indnstry is checked and employment is restricted. 
The Bank of France, on the other hand, avoids rais- 
ing its rate to a similar extent, — it refuses to check 
industry, and subject the community to such a strain; 
nevertheless, it obtains gold by a process quite aa 
ef&cient as that adopted by the Bank of England. 
When the drain upon it is great, it purchases com- 
mercial bills upon other countries, as a trader might 
do, forwards them to be cashed — at London, Vienna, 
Hambiirg — and gets the specie : or it contracts with 
some great capitalist to do this for it The difier- 
ence between the two methods is, that in supplying 
itself with specie, the one Bank gets high rates of 
discount, and the other gives them. The Bank of 
^England, in times of crisis, makes a profit at the 
expense and to the detriment of the community; 
the Bank of France, at such times, incurs a loss in 
order to fortify its position and fulfil its engagementa 
When the Bank of France, keeping its own rate at 7 
per cent, buys up bills upon London, where the rate 
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of discount hais been raised (we shall Bay) to 9 pec 
cent, — then the Bank of Fiance loses folly 2 per cent 
on the htillion which it thus obtains ; but the ines- 
timable advantage ia attained of sustaining conunei- 
cial credit, uid preserving the national industry &om 
the convulsions of panic and the pressure of exorbi- 
tant rates of discount. In either system the remedy 
is temporary: but so also (it must be remembered) is 
the drain. The Bank of England seeks to postpone 
payment by deterring foreigners from discounting their 
bills upon London. The Bank of France does not 
adopt this course to the same extent, but seeks to 
meet the demands that may be made npon it by taking 
means to obtain a supply of specie. The one Bank 
throws the burden upon the country; the other 
takes a lai^ portion of it upon its own shoulders. 
The Bank of France assumes that those who profit 
by banking, and by the isaue of notes, should bear 
the expenses incidental to banking. To provide a 
supply of gold or notes to meet the requiiemento 
of its customers, ia regarded by the Bank of France 
as a duty incumbent on itself and which it must 
observe, even though it be at a loss. The Bank of 
England holds the opposite doctrine: it takes no 
steps to obtain specie, but simply deters its customers 
(at what cost to the community we have shown) from 
aakii^ for gold,— or for notes either. 

In contemplating the features of our monetary 
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system which have heen passed ia review, it is mani- 
fest that it6 operation inflicts serious in- 
Tn oomiTKT jury upon the country. This fact does 
not of itself justify a condemnation of 
the system. It may be that these losses are nn- 
avoidable, — ^that the sufferance of them is necessary 
in order to avoid still greater evils. Before deter- 
mining this point, it must first be clearly under- 
stood what is the object which the public desire to 
attain. What are the great ends which Parliament 
and the country desire to accomplish by means of 
monetary I^islation? TUl this point is settled, all 
argument is aimless, and discussion is useless. It 
is impossible to judge of the means, unless we know 
with precision the end which they are meant to 
serve. What, then, is the definite object, or objects, 
of our monetaiy legislation ? 

There was no ambiguity on this point in the views 
of the lat« Sir Bobert Peel. As a practical states- 
piEL'8 OBJECT '°^°> ^^ ^^ ^ pmcticftl object, a definite 
AKD KiBTAKB. eud, in viow ; aud hs clfiarly aud Pepcatedly 
stated it. That object was, — " to raisure the just 
reward of Industry and the Intimate profit of com- 
mercial enterprise." • And we know no better defini- 
tion of the true aim of monetary l^islation. With a 
view to this end, he desired to prevent severe mone- 
tary contraction, because, in his own words, " panic and 
■ Vide hu speech on Maj 6, ISM. 
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confiudon are inHeparable from it," — inflicting heavy 
losses upon the industrious classes ; and, for the same 
purpose, he desired to prevent " over-isaues," — as 
these (according to the theory then prevBlent), by pro- 
ducing a " depreciation of the currency," imperilled 
the convertibility of the not«, by causing drains 
of gold for export. Thus, in brief, the object of Sir 
E. Peel was : to protect Intimate trade from losses 
inflicted upon it by monetary convulsions, and also 
to guard the convertibility of the note. The means 
which he took to ensure the first of these ends, being 
based upon an erroneous hypothesis, have totally 
&iled. On the other hand, the convertibility of the 
note has been folly maintained. But when was it in 
danger! When has the public lost faith in the Bank's 
notes 1 Not, certainly, in the experience of this gen- 
eration, nor of that which preceded it. We have no 
fear for the credit of these notes, — neither has any 
sane man iu the country. These notes were as safe 
under the Act of 1819 aa under that of 1844. Their 
value was as unquestioned in 1826 as in 1847. We 
may say more : the validity of the note was as un- 
questioned during the crises of 1793 and 1797, as it 
has been since the passing of the Acta of 1819 and 
1844 In the worst monetary crises which have ovei'- 
taken this country daring the last himdred years, so 
&r from the public mistmsting these notes, their 
great desire has been to get them. And the best 
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proof of this is, that the moment the public got % 
tree supply of these notes, the panic vae at an end. 
niese notes have been the very thing which people 
have made a run upon the Bank to get. It ia not 
gold that is wanted, but discounts — the ordinary 
accommodation of commerce. Let the public have 
notes, and that ia all they caie for. This is pioved by 
the evidence given before every Parliamentary Com- 
mittee that has investigated the subject.* In disre- 
gard of this ia(A, the Act of 1844 took the most strin- 
gent precautions against a danger which never occurs, 
and totally overlooked a danger which is now more re- 
current than ever. In securing the convertibility of the 
note, the Act only accomplished what was sufficiently 
effected before ; and ae regards the great end which ita 
framer had in view, and to which the maintenance of 
convertibility is an accessory, the Act has Mled entirely. 

But if the illustrious &amer of the Act was mis- 
taken in the means which he emplc^ed, iiien was no 
mistake or ambiguity as to the object of his monetary 
legislation. And if we are to act in his spirit, and ad- 
here to the great end which he had in view, we most 
resume the work where he left of^ and profit by the 
light which subsequent experience has thrown upon 
the subject. We must ascertain what is the practical 
mistake which has caused the object of his measure to 
miscarry ; and what are the means by which our mone- 

•See "OarHoiMtai7CiisM,"«t^>ni, pp. 88-91 and 99-110. 
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tary le^latdon may be brought into bannony with the 
inteiests of Trade, and be made conducive to ensure 
to Industry its Intimate profits. 

Statesmen in this conntiy are so engrossed by their 
Parliamentary duties that they have little time fully 
to study for themselves questions of econo- 
mical science, lliey naturally avail them- 



others: and mimetaiy science is, or has been made, 
80 misty a subject, that it is not strange that mistakes 
should have occurred in applying its principles to 
practical affair& The object of Sir Sobert Peel was 
admirable ; the means which he took to accomplish 
it were mistaken. Had the monetary crises which 
periodically overtake this country been caused by 
an unsafe Currency, his precautions would have been 
wellnlirected. As the fact stands, they have been 
wrong aimed. The currency was perfectly soond. 
But the precautions which he took to strengthen it 
have landed the Bank in a new dilemma, and created 
for the country greater embarrassments than before. 

It is not currency, but banking, embarrassments 
which occasion our recurrent disasters. No one loses 
»ni.BAiiE- ^th in the note-circulation. A drain 
■■^""- upon the Bank does not arise from the 
public demanding gold in payment of its notes. It 
is not the note-holders, but the depositors, who 
make the drain of gold. It is not the public, but the 
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Book's own cnstomen, wLo make the inioad npon its 
stock {^ bnllion. This is obviouBlj a pniely banking 
difficulty, — a difficulty which the Bank itself ought 
to meet. The commnnity is no more called upon, 
whether actively or passively, to provide means for 
tite Bank's carrying on its banking business, than 
to do the same for other establishmenta To meet 
the requirements of depositor by payments in gold is 
the ordinaiy condition upon which banking bnsinesa 
is carried on. 

The banks of Ireland and Scotland, when an nnnsual 
demand for specie is made upon them, take active 
meaanies to provide themselves vrith the 
commodity which they are bound to 
supply. They sell the secnrities which they keep in 
hand for this purpose, and with the cheques re- 
ceived in payment tiiey obtain the reqiuied amount 
of specie. Why should not the Bank of England, in 
similar circumstances, take similar steps ? So far as 
profit is concerned, it does not matter to the Scotch 
and Irish banks whether their reserve of securities 
be payable in London or in Paris and Amsterdam. 
They draw the gold &om London simply because 
they cap provide themselves from that quarter more 
promptly than from the Continent. But Paris, Brussels, 
and Amsterdam are as near to London as London 
is to Dublin and Edinburgh. Why, then, should 
not the Bank of England keep in hand an amount 
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of Continental Becurities, in order to provide Bpecie 
to meet exceptional demands upon the part of its 
customers i Yet the Bank does nothing of the kind. 
Instead of this, it raises ito rate of disconnt (which 
r^;ulatea the rate all over the country), and compels 
the whole community to suffer in order that specie 
may be biou^t to the Bank, or that the demand upon 
it (whether for gold ot for notes) may be stopped. 
Because a few individuals — a very small section of its 
cufitomera — whether Englishmen or foreigners, require 
payment of their deposits in specie, the Bank raises 
its rate to an exorbitant height upon the whole com- 
munity, — thereby depressing our maikets, sweeping 
away the " legitimate profits of industry," and some- 
times covering the country with baokruptcies. 

It is obvious that these evil results would to a 
great degree be obviated if the Bank were to make an 
adequate provision for its banking liabilities : say by 
keeping a portion of its reserve invested in the stock 
of foreign Governments, — just as the Scotch and Irish 
banks keep a portion of their reserves in the form 
of Consols, ^.making these investments at a time 
when gold is flowing into its vaults, and selling them 
at a time when gold is ebbing away from it, the 
Bank would lessen the effect of these fluctnations, and 
would meet its liabilities in the most natural and 
legitimate manner. Or, in lieu of this process, the 
Bank might adopt the system pursued by the Bank of 



ibyGoogIc 



860 THE BANE O? ENGULND. 

Fiance, — t. e., of buying foieign billfl, when an excep- 
tional demand for specie arises. It matters little 
in what form the object is attained. But that it 
onght to be attained — that the Bank ought to meet 
its banking liabilities (in other words, the Intimate 
demands of its depositors) is, we think, indisputable. 
The question is simply one of feir dealing. 

The Bank trades with other people's money, — it 
makes its profits by lending out the sums deposited 
THk BAKE '^'^ i*> ^ except the small portion which 
•*•" TBADi. jj, ordinary times is foiind sufficient to 
meet the demands of ito depositors. When extraordi- 
nary times come, it is the Bank's duty to increase its 
stock of gold, that it may discharge the liabilities 
which it voluntarily accepted. All profit and no loss 
is a condition which is no more applicable to banking 
than to other kinds of business. Yet, looking at the 
present practice of the Bank, one would tiank that it 
is Trade alone that is to suffer in hard times, — that 
the profits of banking are sacred, — that it is all right 
that the community should sofTer durii^ a monetary 
crisis, but that the banks at such times shonld only 
reap increased profits. This is a strange state of things. 
We have shown to demonstration that the high rates 
which the Bank imposes, are not caused by any " loss 
of capital" — ^whether as represented by the aggr^ate 
wealth of the country, or by the " loanable capital" in 
tiie banks. Nor are they caused by any distrust of its 
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notes. The high rates are imposed simply because 
the Bank has not enough of gold (or of notes, which it 
can get for gold) to meet the liahilitiea of its banking 
department. Instead of keeping a reserve of securities 
convertible into specie, in order to meet an exceptional 
increase in the demands of its customers — as the Scotch 
and Irish banks do, — the Bank not only shirks this 
obligation, but does so in a manner which adds greatly 
to its profits. And when it raises its rate of discount, 
bU the other banks willii^ly follow its example. ThnSi 
not content with their profits in fair-weather times, 
our bonks now make still larger profits in times of 
di£Bculty. The " hard times " which should fall npon 
themselves, the banks shift on to the shoulders of the 
community. The very seasons which ought to entail 
upon them a diminution of gains are nowadays con- 
verted by them into tiieir richest hurests. 

Actaally, however, this weakness of its Banking 
department is no fault of the Bank's. The weakness 

is purely artificial. The Bank would be 
na barkdcq amply provided to meet all its banking 

liabilities if it were allowed to have 
&ee use of the gold in its possession. This it 
has not, Nearly seven millions of its stock of 
specie are at all times, even in its hour of greatest 
need, wholly withdrawn from its use. This was the 
leading provision of the Act of 1844. Sir K. Peel 
believed that the main caose of all our monetary 
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trouliles was owing to the defective state of the 
ciirreDcy, — to over-iBSues on the part of the Bank, 
and a loss of confidence in its notes on the part of 
the public We now know that this idea was quite 
eiToneouB. But, acting upon it, he directed his atten- 
tion entirely to the Issue department of the Bank. 
He enacted that all times and under all circumstances 
a large amount of gold should he kept in this depart- 
ment By BO doing, he crippled to a correspondii^ 
extent the Banking department : withdrawing &om 
it seven millions of gold, — an amount almost equal to 
that which in previous times had been considered an 
adequate reserve for both departments (t.e., to cover 
alike the note-issues and the banking liabilities of 
die establishment).* So imhaed was he with the idea 
that it was the note-issues of the Bank that were the 
source of its weakness and the cause of our troubles, 
that on the 13th of June 1844 he said:— "The Bank 
can always cover ita notes, — but by a tremendons sac- 
rifice of the mercantile classes. That is what I wish 
to avoid." Yet experience has proved to demonstrar 
tlon that the " tremendous sacrifice of the mercantile 
classes," which he wished to avoid, now occurs in a 

* Tbe ttrenge stock of gold held by the Bank of lilngUiiil during 
the twentj-two yean pieriooa to ISM WM £8,000,000. The Bank 
of lEVuioc^ wbioh hM a note-circnlation of £31,000,000 (about one- 
haU greater than the Bank of England'a), KmetiiiieB aeea ita specie 
redaced to 6^ millions, without raiung its rate beyond 7 per 
oentf and without tlie oeomrenoe of panic or erins of »ny kind. 
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■worse degree than ever, not from any difBculty in 
maintaining the convertibility of the notes (which 
is never endangered), but horn the weakness of the 
Bank in its banking department 

The want of elasticity in the Banking deparbnent 
is the real cause of the "sacrifice of the mercantile 
classea," which bo repeatedly occurs under the Act of 
1844, despite the earnest desire of its &amer to the 
contrary. Sir R Peel thought only of securing the 
convertihility of the notes : and he overlooked the 
enfeeblement which hia enactments for this purpose 
inflicted on tbe banking department. His procedure 
was like that of an engineer who fortifies the part 
of a position which will not be attacked, by transfer- 
ring to it the armaments which previously guarded the 
key of the position. Sir R Peel did not perceive the 
weak point of hia Act He did not see that, under 
it, monetary crises, and the sacrifice of the mercan- 
tile classes, which he so sincerely deplored, would of 
necessity become more frequent and disastrous than 
ever. After the crisis of 1847, he saw and acknow- 
ledged that the "first object" of the Act — namely, 
" to prevent the occurrence of panics and crises, such 
aa had occasionally before inflicted great injuiy upon 
the country" — had "failed :" but even then he fidled 
to see the reason why. 

Many seasons of monetary pressure, which would 
hacdly have been felt as embarrassments under 
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the Act of 1819, occasion panic aad overwhebning 
HOW THM disasters under that of 1844. A few words 
a oAUMto, ^j^ gjjg^ jjp^ jjjjg g^ jyj^ unexpected 

result is ptoduced. For eveiy note issued beyond 
the arbitrarily fixed Bom of ^814,650,000, the Act 
requires that the Bank shaJl hold a correspond- 
ing amount of gold. As the ordinary amount of 
notes required for the wants of the public is 
£21,000,000, it follows that £6,500,000 is the lowest 
amount of gold that must be in the Issue depart- 
ment to allow of these twenty-one millions of notes 
beii^ kept in circulation. And, taking into account 
the requirements of the branches of the Bank and 
other matters, this sum may be stated in round num- 
bers at seven millions. 

Thus, when seven millions of specie are in its poe- 
sessioD, and twenty-one millions of notes are in cii^ 
aswr WLUtras culation, all the notes which the Bank 

'"'""™'- ifl allowed to issue are in the hands of 
the public. When this point is reached — when the 
bullion in its possession has sunk to this level — 
the Bank cannot issue a single additional note. 
Neither can it part with a single sovereign. As 
discounted bills foil due, it may discount others to 
an equal amount ; but that is the most it can do. 
However pressing be the emergency, it cannot extend 
its discount-acconmiodation one iota. What is more, 
when an actual crisis occurs, it cannot even continue 
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it Ita Issue department being literally shut up, it 
muat withdraw from its discouut-busineas whatever 
amount of notes may be called for by its depositors. 
Otherwise, if a depositor were to ask at such a time 
for even a fS-note, the Bank could not give it, — 
its l^al power to issue notes being exhausted. And if 
the depositor were to say, " Then give it me in gold, 
of which you say you have seven millions," the Bank 
must reply that that form of issue is shut up too, — 
because every sovereign of these seven millions is needed 
in its own vaults, in order to avoid an infringement of 
the Act. And compliance with the Act is the condi- 
tion of its existence : any violation of it involves a loss 
of the Bank's charter. Thus the Bank at such times 
cannot make payment of a single note or sovereign 
to any of its depositors, except it withdraw a similar 
amount &om its discount-operations, which are the 
mainstay of trade and credit. And this artificial 
dilemma occurs at times when, as every one knows, 
there is a greatly increased demand for discounts at the 
Bank of England, owing to the curtailment of discounta 
on the part of the other banks and discount-houses. 

This is the grasd errob of the Act of 1844, — 
so far as that measure relates to the Bank of England. 

It is a strange spectacle to see nearly seven millions 

of cold thus condemned, by a legislative 

•J*"""- embargo, to inactivity in the vaults of 
the Bank at the very seasons when they are most 
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needed. The effect of sucli Ein artificisl cnrtaUment 
of the reaovaces of the Bank is ohvious. It renders 
monetaiy crises more frequent and disastrous than 
formerlj, or than they would be but for the Bank 
Act By nollifying nearly seveD millions of gold, 
the Act produces, when the bulHon in t^e Bank 
has &11en to nine millions, a panic as violent as used 
to occur when the gold was reduced to two milHons. 
The Bank has to stop when it has still nearly seven 
millions of gold, jnst as if the gold had fallen to zero.* 
In this way every trifling ebb of specie is converted 
into a seiioas catastrophe. The Bank Act, in tact, 
makes as sail in shallower waters than before. Al- 
tiiough our commerce has now become a veritable 
" Leviathan " — achieving prodigioos results, and only 
the more exposed on that account to great cmbarrass- 

* The following ii a retum of the lowest mmount of coin and 
bullion in the Bank of Eng^d, dnring eriticol mmom of (Air 
monttwy kfikin — from 1819 to the prsBent tdme. As it wu only 
in 1823, 1847, and 1857 that ■ legidar criuB took pkoe, it is the 
potition of the Bank in theie jemt that apeiualljdeaerTea attention. 
DiU. Bullion. Bwk-ntB. 



1826— Deo. 31, 
1837— Feb. 7, 
1839-Sept. 3, 


£1,261,000 
3,831,000 
2,406,000 


Gpero' 


1847-Oct. 23, 
1867-Nov. 11, 
18M-Septl4, 


8,313,000 
7,170,000 
12,906,611 


10 '. 



Tim rate cA diaconnt oompared with the amount of gold, M will 
b* ieen, hM Twon progreMiTelj iocTMaed. And t^ns, vlUi thirteen 
nuUiooa of gold in the Bank, the meroantile classes suffer more 
hatdsliipa than fell to th«r lot nnder the Act of 1819, when the 
bullion had fallen to bargljr Hom million!. 
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ments — tlie Bank Act strikes neatly seven fftthoma of 
water from beneath ker keel, bo that the least ebb of 
the tide now brings the huge &biic ground. The 
Bullifying of these seven milliona of gold is complete ; 
yet wbat might they not effect if they lemained 
available as formerly I Snch an amount of gold 
might actually form the basis for an entire cmreni^.* 
And judging firom the history of past crises, we believe 
that the issue of notes to one-half of that amount, in 
timeoua assistance to solvent but temporarily embar- 
rassed firms, would anffice to have averted the worst 
panic that has yet &ri8en.t 

* The stock of specie kept by the Btmk of Eagland under the Act 
of 1819, did not exceed on the average eight milliona. And aa 
ahown by the published monthly Btatemeats, the tunoaat of bul- 
lion in Qie Bank of France, dnhng December uid January last, 
averaged exactly £7,000,000. For tevenJ months at that time, the 
Bank of Fiance, with equal liabihties to those of the Bank of 
England, had only half a« much bullion ; yet its rate of discount 
wa on^ 7 per oent (vriuch was fully higher than the aver«ge 
rate on the Cmtinent), and moi« confidence praveiled in the com- 
mercial woild of fVfutce than in ours. If the Bonk of England, 
nnder its present management, were so circuniBtanoed (as it actually 
waa io 1S47 and '67), our oonnby woidd be covered with buik- 
mptcies from end to end, and tens of thousands of our worhing- 
olaasee wonld be thrown out of employment. Why isthisT 

t The issne of 2} millions in the form of Exchequer bills, bearing 
interest at 6 per cent, soffioed to stop the panic of 1793. An issue 
of 2 millions of incfmvertiile notes stopped the panic of 1T97> An 
old cheat of £l-noteB stopped that of 1826. And the saspensimi of 
the Bank Act of itself sufficed to stop the panics of 1817 and of 
1857,— although, even in the latter and more severe of tiieae crises, 
the additional issue of the Bank's notes only amounted to £ 
and thoof^ the exorbitant rate of 10 per cent was 
minimum upon the Bank's advuices. 
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Is it not B great miatake, tben, to condenui sach 
potent agents of good to virtuBl non-existence in tbe 
tMUBDrrr ot vanlts of the Bank ? Lite some of the 
toM antax. shadowy things ahown to ns in the 
world of metaphysics, these seven millions of gold 
at once are, and are not They ttie a fixture in the 
Bank, which only one oi two persons within that 
estahlifihment, and not a soul beyond its pale, ever 
sees, and bom which the pnblic derive not the 
slightest advantage. If any one were to abscond 
with them, the public need not know anything of 
the loss, nor (so long as the Bank Act exists) wonld 
be a whit the worse for it There is a tradition 
in the Bank that once apon a time the Directors 
received an anonymous letter informing them that 
the writer could enter the Bullion Office whenever he 
pleased, and that he wonld meet them there at any 
hour they should appoint. Incredulous, they gave 
him a rendezvous for midnight : and lo ! exactly as 
the hour struck, they heard a subterraneous noise, 
part of the stone floor was raised, and the anonymous 
correspondent stood before them. He had made his 
entrance by means of an old drain which ran below 
the Bank. Now, if, even at a time of severest crisis 
under the present Act, snch a subterranean explorer 
were to carry six or seven millions' worth of the 
glittering ingots down into the drain with him, Uie 
country wonld never feel — nor, if the Directors held 
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their tongue, even know — of Uie loss. In &ct, the 
best thing the Directors can do with these seven mil- 
lions is to count them once for all, place them in a 
vault apart, and then close np the entrance with stone 
and lime. But perchance they have already done so. 

This airangement, we repeat, is the grand error of 
the Act of 1844. That the airangement is eminently 

DiBiB- *^^'^ '•"'7 ^ ^^ little consequence : but it 
iBou* is a matter of serious importance that it is 
the prolific parent of monetary crises and 
commercial crashes. We have shown that this is the 
case, — nor can it be otherwisa The nullification of 
seven millions of gold being complete, whenever the 
Bank's stock of specie is seen falling to this point, the 
consequences are the same as if there were no gold in 
the Bank at all And in this way every little ebb of 
gold, which under a natural system would occasion no 
embarrassment, produces a monetary convulsion of 
the greatest magnitude. The nullification of these 
seven millions — this is the cause why monetary diffi- 
culties in this country are now more frequent and 
severe than ever. And until this arrangement be 
abolished, the countiy cannot hope to escape recurrent 
disasters. 

Not is this the full extent of the evil The effect 
of the arrangement weighs upon the community at 
all times. It not only, at recurrent periods, produces 
panics and convulsions, but it permanently and arti- 
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ficiaU7 enhances the rate of discoant — the loaoahle 
value of money — throughout the whole conntry. Hie 
Bank Diiectois now r^ard BeTen millions of theii 
stock of specie as non-existent When they have four- 
teen nullioua of gold, they act as if they had only 
seven. Seven milliouB form the zero-point in all 
their calculations: that is to say, one-half of the 
ordinary amount of hnllion in the Bank is nullified, 
and a double price is charged for the other half! 
What would be thought if a similar arrangement 
were to be adopted in r^aid to our supplies of 
food t Suppose seven million quarters of wheat (fully 
one-half of onr yearly produce) were placed in a huge 
granary in Comhill, and that on Act of Parliament 
forbade the sale or giving away of any portion of that 
large stock of wheat, unless in exchange for another 
kind of food of equal value. The consequence would 
be that the slightest deficiency in the amount of our 
ordinary supply of food would subject the country to 
the horrors of famine. Wheat to the amount of one- 
half of our ordinary crop would be stored in Comhill, 
but even when &mine prevailed not a bushel of tiiat 
com would be available for the use of the community. 
The price of wheat of course, would thereby be greatly 
enhanced. The marketable supply would be reduced 
one-half, and famine-prices would become the ordinary 
rato of charga How long would such an arrange- 
ment be permitted to last ? Not one day. The whole 
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coQutiy would be in arms to resist such monstrous 
foUy and injustice. Yet a system which would not 
be tolerated for an hour if applied to our supplies of 
Food, actually exists by Act of Parliament in r^ard 
to our supply of Money. And — ^if it be worth while 
to mark degrees in so monstrons a policy — with even 
less excuse than if the system were applied to wheat: 
for we can easily increase the supply of banlc-notes 
(which is all that people want during our monetary 
crises), but we cannot in lite manner augment our 
supply of com. 

Beason stands abashed when contemplating so 
absurd, and so Mgbtfully injurious, au arrangement. 
The embargo upon these seven millions is not only 
an error, but an injastice. It is not only a de- 
fective currency arrangement, but a wrong to the 
community. It is an act of oppression committed 
upon trade by Act of Parliament Not designedly, 
of course, bat by mistake. It is the worst form of 
" Protection " that ever existed in our Statute-boot. 
It is the chain which binds the Prometheus of trade, 
in order that the vultures of the moneyed interest 
may feed upon his vitals. We are told that un- 
happily for himself the liver of Prometheus ever grew 
as it was devoured, so that his torture was eternal ; 
and in much the same way. Trade recovers itself and 
grows fat again, only to be subjected to Iresh ex- 
tortions. We pity the ignorant idolaters of India, 
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vhec, of their free will, they throw themselres beneath 
the ponderous wheels of &e car of Juggernaut. But 
here we have created an engine of deetruction which 
periodically crushes Trade, and wrings the life's blood 
oat of OKI commercial claasea, whether they approve 
of the process or not The high-priests of the idol, 
indeed, vaunt the system, and when firms go down 
in scores, and industry is robbed of its legitimate pro- 
fits, r^ard these results with infinite complacency, 
if not with glee, as a "clearing of the commercial 
atmosphere." But the system cannot last much 
longer. The dilemma, so artificial in its cause, so 
disastrous in its effects, has been wholly occasioned 
by l^slation ; and legislation can — and we trust 
soon will — remove it. 

As a journalist, and in the pages of Blackwood^a 
Magazine, we have frequently, and in ample detail, 
APOLoam exposed this extraordinwy feature of our 
FOB IT. monetaiy legislation ; and although we hear 
few voices publicly endorsing our opinions, we believe 
t^t these opinions are gaining ground. Even sup- 
porters of the Bank Act begin to hesitate in their 
approval of this its leading provision. The Eeotumiitt, 
the ablest of our authorities on monetary affairs, the 
most sensible and practical in its views and jadgments, 
seeks to palliate rather than to uphold this petni- 
cious arrangement. It acknowledges that the theory 
npon which the tamers of the Bank Act proceeded 
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was quite erroQeoos; aad also that the embargo laid 
upoQ theee six or aeven millioiiB of gold in the Issue 
department ia not needed to maintain the converti- 
bility of the note. Bat, it says, although the object 
for which this embargo was imposed vaa a mistaken 
one, yet the result happens to be good ; because this 
reserved stock of gold is useful as a general banldng- 
reserve, — as a depot of specie for the nse of all the 
banks in the country. 

Now, if the Bank of En^and is to be compelled to 
keep on hand a stock of gold for the sake of all the 
other banking establishments, it is well th^t this &ct 
should be fully known and plainly stated. Sir Robert 
Feel neither contemplated such an arrangement nor 
desired it. Daring the debates in 1844, he repeatedly 
stated that his bill was simply a currency-measure, — 
that it was not meant to apply to banking business at 
all, — and that it would be a great error, and an unjus- 
tifiable act, if the Government were to interfere in any 
way with the arrangements of banking. The soimdness 
of this opinion, we think, will hardly be questioned. 

But, whether this opinion be approved or not, the 
fact remains — that these miUions locked up in the 
Issue department of the Bank of England aie not a 
general banking reserve at alL They were consigned 
to the Issue deparbnent expressly in order that they 
might not be employed for banking purposes ; and Uie 
provision of the Bank Act on this point is so ez- 
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plicit that^ ae long as the Act remains in force, these 
millions cannot be so employed. They are of no use 
whatever to the banking establislinients of the country. 
They cannot even be used by the Bank itself Not 
theoretically, indeed, yet as a matter of fact, the Act 
condemns them to absolute inactivity. It virtually 
nullifies them. They are utterly useless as a bank- 
ing reserve of any kind. And this is precisely what 
the Act means them to be. 

It is true, this arrsjigement is so unworkable, and 
so disastrous in its effects, that whenever the time 
comes for its actual enforcement^ the Act must he 
suspended. The arrangement is acknowledged to 
be a failure in the very circumstances which it was 
designed to meet. No community will stand being 
strangled for the sake of a crotchet, — for the sake of 
an erroneous and impracticable theory, even though 
that theory has been approved by Parliament ; and 
the Government has always to intervene, and sus- 
pend the Act, to prevent matters coming to a total 
dead-lock. Every one now knows, as he sees the 
Bank's reserve running down to seven miUious, that 
next day the Act will be suspended. The Act re- 
mains in the Statute-book simply on the condition 
that it shall be suspended during the very seasons 
when this, its leading provision, should come into 
direct operation. Why, then, not abolish this pro- 
vision altogether? 
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■ The Eamomiat is now so sliaken in its allegiance to 
the Bank Act that it proposes that a bill should be 
, passed anthoiising the GovemmeDt of 
the day to suspend the Act at pleasitie.* 
At present, any Government which sus- 
pends the Act most stuomon Parliament immediate- 
ly, in order to obtain from the Legislature a bill of 
indemnity for this arbitrary violation of the laws ; 
and the object of the Economist, in proposing to 
give to the Government a permissive power to sus- 
pend the Act, is to diminisli the heavy responsi- 
bility which at present attaches to the Govenmient 
in violating the law, — so tliat the Act may be sus- 
pended more irequently, and at an earlier period of 
OUT seasons of crisis. The proposal is inspired by 
an excellent motive, — but it is objectionable on 
constitutional grounds, and the working of the pro- 
posed system would not be long tolerated by the 
community. No Ministry, we feel confident, would 
consent to have such arbitrary powers conferred 
upon it. Great practical iqjustice, immense indi- 
vidual hardsMps, are occasioned by the manner in 
which these suspensions of the Act are, and must 
be, made. For example, why should discount-houses 

* " lliere ouj^t to be, teilhtn the law, a power of doing, when 
necMBBiy, precisely what was done without Mid beyond the law in 
IS47' and 1S57. The Chancellor of the Ezcheqner and Qte Fint 
Lord of the Treaanry ihonld have the legal power of iiupending 
the Act of 1847."— ^eoTOmirf, OeL 1, 1864. 



fbyCoOglc 



see THE BASE OF EKGULND. 

and mercantile Gnaa be compelled to fail, at half- 
past two o'clock on the 12th of Novranber 1857, 
when other firms in like ciictunstances at three 
o'clock are freely assisted, and go on as before? Why 
flhould dozens of highly - respectable and solvent 
firms be sacrificed— losing their good name, which is 
ererytfaing to a merchant, and havii^ to lose also a 
heavy percenter of their capital in the shape of bank- 
raptcy expenaea, — merely because the Chancellor of 
the Exchequer did not suspend the Act of 1844 an 
hour or two sooner} It is not right that any man — 
be he who he may — should be allowed to exercise 
such a power. Although the Act were harmless in 
other respects, it were better that it should be blotted 
from the Statute-book than that any Minister shoiild 
have such powers. And no English Minister, we feel 
assured, would desire to have so invidious a task 
imposed upon him. 

Temporary suspensions of the Act, moreover, would 
leave uncured the greater part of the evils which this, 
its leading provision, inflicts upon the community. 
Artificial monetaiy difficulties would be created just 
as at present. The only difference would be, that 
they would not be pennitted to attain the same mag- 
nitude. The golden cord around the neck of Trade 
woidd be relaxed before the strangling process was 
carried to the length it now is. That is all 

Besides, such temporary suspensions of this pro* 
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vision of the Act would leave -wholly nntoached a 
^^ serioos evil of the present airangeiiieut. 
OF THB The nullification of so large a portion 

of the Bank's stock of specie, as we have 
pointed out, not only creates monetary difBcnlties 
which would not otherwise occnr, but it artificially 
taises the rate of usage throughout the countiy. 

We see the effects of this in the inunense rise 
which has of late years taken place in the loan- 
able value of money. The Bank now raises its rate 
of discount to 8 per cent in circumHtances where 
formerly it chained 4 per cent. In other words, in 
similar circamstances, the Bank charges twice as 
much for its money as it used to do. This change, 
so little noticed, but so important to the conunercial 
classes, has been introduced during the last half- 
dozen years. Previous to 1857, when the amount of 
bullion in the Bank was between thirteen and fimr- 
teen millions, the rate of discount usually stood at 4 
or 4^ per cent; but now, when the bullion stands 
at a similar amount, the rate is raised to 8 or 9 
per cent. In DecenLber last, when the Bank's rate 
was 8 per cent, its stock of bullion ranged &om 
£13,048,000 to £13,673,000. At present (Nov. 8), the 
Bank-rate for the last two months has stood at 9 per 
cent, while the amount of coin and biUlion in the 
Bank has ranged &om £12,905,511 up to £13,313,441. 
An artificial crisis is thus produced — markets are 
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depressed, mills are stopped, and foilores multiplj — 
while the Bank has folly thirteen milliona of gold in 
its possession. At the same time the Bank exacts, 
and the community pays, double the rates that used 
to prevail, or which, but for the Act, could prevail 
This is a hi^y profitable process for the Bank. 

But there is another olgect, besides gain, which 
induces the Directors to act thus. Stong by their re- 
peated failures to observe the Act, in 1847 and 1857 
— a result which was doe to no &ult on their part, 
but simply to the unworkable character of the measure 
— the Directors are now resolved to " save themselves" 
from another break-down, at whatever sacrifice to the 
commercial community. Heuce they chai^ high rates 
even under ordinary circumstances; as a platform 
from which they can advance in extraordinary times 
to still higher rates. Whenever a cnsis like that of 
1857 recurs, we may expect to see the Directors 
raise the Bank-rate to 20 per cent where, in the 
former crisis, they charged 10. Perhaps they will 
ostensibly continue to discount all good bills, but 
their exorbitant chaise will practically amount to a 
contraction of discounts. Fettered by the Act, and 
intent only on saving themselves, they will raise the 
rate remorselessly, leaving the commercial classes to 
pay a Shylock rate of usury or go into the Gazette- 
To sum up. The characteristic features of our pre- 
sent monetaiy system, so &r as they relate to the 
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Bank of England, are — (1) the withdrawal of nearly 
seven millione of izold from the ufle of the 

BEOAFITD- 

lation. Banking department of that establishment ; 
and (2) the high rates of discount which are a conse- 
quence, chiefly of this arrangement, and partly of the 
new system of action adopted by the Bank Conrt. We 
have shown alike the needlessness of these arrange- 
ments, and their evil effects. We have shown that this 
nolMcatloQ of seven millions originated in a mistake 
on the part of the &amers of the Act of 1844: that 
this legislative embai^ is not needed to preserve the 
convertibility of the note-issnes, — seeing that dnrii^ 
oar worst crises there never is any serious demand 
for gold in exchange for notes, and that the notes of 
the Bank maintained their credit as fully in 1826 
when there was only a million of bullion in the Bank, 
as in 1857 when there was upwards of seven millions. 
During our monetary panics, in &ct^ it is notes only 
that are wanted by the public; and whenever the 
required supply of notes is obtained, the panic is at an 
end. We have also shown that, as long as the Act of 
1844 remains in force, this lai^ stock of gold is quite 

useless as a banking reserve of any kind. So much 

tor the needlessness of the embargo. As r^ards its 
practical effects, we have demonstrated, we hope with 
sufBcient clearness, that this arrangement, by which 
one-half of the Bank's average stock of gold is vir- 
tually nullified, occasions severe monetaiy pressure 
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and commercial diaasten at seaaoos when, bat for it, 
the moDe^-market vould be baoyaot and trade proB- 
perons. And alBO, that the otdinaty and permanent 
effect of the embargo placed apon this large stock: of 
gold, is to enhance artificially the 'rolae of money, 
by doabling the rate of usage throughout the countiy. 

This miataken arrangement is the only ground 
upon -which the Bank justifies the exorbitant rates 
which it now charges ; and if this arrangement were 
at an end, the Bank-rate might fall to its natural 
level But there is more than this to be said : — 

Even as the matter stands, the Bank's practice of 
charging the very high rates which it now does when- 
ever there occurs a greater demand for dis- 

EIOH SATIS ° 

caun counts than usual, is open to seiions criticism. 
Professedly* the present miuimom rate of 
9 per cent ia charged in order to prevent any serious 
diminution of the Bank's reserve of notes; but in many 
cases such a high rato produces the very opposite result. 
Our merchants, while paying this extreme rate for the 
monetary advances by which nearly all our trade is 

* *'The rate of discount is obarsed for one purpon only — the 
pnlpou of keeping tlie Beserre fund at & proper Mid safe limit. " 
— Speeob. of Mr Hodgson, M.P., Oovemor of the Bank, at tho 
recent quuierlf meeting of the propriatora of the Bank on the 
Z2d of September. What the Bank Court r^arda aa "a proper 
and safe limit" for the Reserve wm not stated; but as the Court 
now chafes 9 per cent aa their nuaimum mte when they have 
thirteen and a quarter nuUiona of gold, it is difficult to imagine 
what their ide« of Mtfety and |vo])ciet7 is. 
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carried on, have at the same time to ^connter a loss 
on their sales, owing to the fall of prices which these 
high rates occasion. It jb admitted on aU hands 
that these high rates are nndesiiable in themselves 
— ^that they are most iqjurions to the welfare of 
the country, — that, by abnormally depressing the 
markets and the volne of property of all lands, 
they cause heavy losses, especially to the mercantile 
classes, and that the employment of the people is 
correspondingly reduced. But, while thus injurious 
in their action, do tiiey really accomplish the object 
for which they are bad recourse to by the Bankt 
The numerous Mlures which occur whenever the 
Bank-rate is raised to 9 per cent — and still more when 
it is raised to 10 — ^by spreading distrust, tempoiaiily 
. destroy our system of credit, and, by rendering a 
greater supply of notes necessary, tend to increase 
the inroad upon the Bank's reserve. Although these 
high rates crush Trade in the end, their inmiediate 
effect is to augment the demand which professedly 
they are meant to check By imposing these high 
rates, the Bank temporarily creates a greater demand 
for its money ; and, though it may thereby ^^ra- 
vate the crisis, the Bank at least gets higher rates for 
its advances. The Bank not only gets extraordinary 
profits by charging these high rates, but these rates 
become in turn a means of continuing themselves, 
by creatiiu; an artificial crisis. 
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As a cure for a monetaiy panic, theae high rates 
are not only worthless, but act as a positive aggra- 
ATO oAHHot vation of the difficulty. In feet they are 
ODBB ram. ^ chief cause of snoh panics. They cause 
more faOures, more distrust, and a greater inroad 
upon the Bank's reserve, than there would otherwise 
be. Every season of monetary pressure is a harveat- 
time to the banks and great money-dealers ; and these 
high rates (whether meant to be so or not) are a 
means by which every crisis is aggravated, and the 
gains of the banks and money-dealers proportionately 
increased. We have shown abundantly, by reference 
to historical facta, that the special feature of mone- 
tary crises is a temporary paralysis of our ordinary 
credit-system — produced, it may be, by the action of 
the Saiik itself — which necessitates a larg^ supply 
of bank-notes to take the place of leas valid forms of 
credit; and that the true and only remedy for them is 
£dt the Bank to give this supply freely, by increasing 
its usual amount of monetary accomraodation. It is 
not a want of good secnritieB on the part of the public 
at such times that causes this dilemma, but an artifi- 
cially-produced want of notes on the pait of the Bank. 
An increase of discounts has stopped in succession 
every crisis which has occurred, &om 1793 down to 
1857 ; and no crisis can be stopped in any other way. 
Li the great crisis of 1826, as in those of 1793 and 
1797, as long as the Bank went on contracting its 
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discounts, the crisis coQtinaed to increase, and the 
Bank's reserrea continued to diminish; but the in- 
stant the Bank reversed its course and discounted 
freely, even " forcing out its notes in all directions " 
(thoi^h there was only a million of specie left in the 
establishment), the panic was at an end, and its gold 
began to increase. All monetaiy crises show the same 
features and are cured by the same Jheans. Moreover, 
in 1826, SB in 1793 and 1797, all this was accom- 
plished without any raising of the Bank-rata The 
panic was stopped as efTectnally in 1826, when there 
was only a million of specie in the Bank, and the rate 
of discount was only 5 per cent, as in 1857, when there 
were upwards of seven millions of gold in the Bank, 
and the rate of discount was 10 per cent. In truth, 
as we have said, high rates aggravate, and some- 
times of themselves create, a crisis. That crisis is the 
death-stn^gle of Trade, during which it yields up its 
gains to the moneyed interest ; and thereafter comes a 
collapse. By augmenting the losses of traders, through 
depression of the markets, &c., these high rates pros- 
trate trade and diminish the employment of the work- 
ing-classes to an extent and for a duration of time 
much greater than used to be when such rates were 
not imposed by the Bank. Every season during which 
the Bank-rate is unusually high, is followed by a period 
of mercantile depression. Merchants and manu£u> 
tuiers, crippled by their losses, and unable to pay the 
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high charges exacted hy the BaDk, ccmtiact their oidi- 
naiy amount of bnsinese, and discharge a portiou of 
their hand& With diminiBhed trade, there are fever 
bills ; and thrai, for lack of bTisinesa, the Bank has to 
lower its rate. But if the Bank did not Mil tnide hy 
raising its rate so high, it would not, &om want of 
business, have afterwards to reduce its rate so low. 

Such is the practical operation of exceptionally 
high rates of discount. And it is by its practical 
effects that any system is to be judged. But having 
shown the facts, let us consider the matter &om 
another point of view. 

As the peculiar feature of the New System adopted 
by the Bank is to operate upon the money-market by 
THE hati o* means of variations in the rate of discount, 
nmaiw. jj £g ^gj] j^ consider what are the normal 
causes which r^ulate the Bate of Interest. Looking 
at the facts of the case, the first thing that strikes 
one is the wide difference which exists between the 
present practice and that which formerly prevailed. 
In the twenty years which have elapsed since the 
passing of the Act of 1844, thei« have been 104 
changes in the Bank-rate; while there were not 
more than a dozen in the hundred and forty years 
which elapsed between 1695 (the year after the 
Bank was eatabliehed) and 1836.* Moreover, daring 

* See Appendix B, where tb« TarUtioot in tbe Bulk's ohwg« 
for diwKHiiitiiig oommercial billi an iliowii from 179S down to the 
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the last twenty yeare the minimum tate has vaiied 
&om 2 per cent up to 10 ; and as sUll higher tates 
have been occaaionally charged, we may state the 
lange of the variations in the Bank-rate since 1844 
to have been &om 2 pel cent up to 12. On the other 
hand, with the exception of a few months in 1839 
(when the new system was coming into TOgae), the 
Bank-rate never varied more than one per cent (from 
5 to 4) during the century and a half previous to 1844. 
For upwards of a century and a quarter, it was 
the invariable rule of the Bank of England to dis- 
THi OLD count all commercial hills at 4 or 5 per cent. 
BTSTEH. Jq yg (,£ jjjg preggnt day, who are accustomed 
to see the Bank-rate changed on the averse every 
two months, sometimes every two weeks, and to range 
from 2 to 10 01 12 per cent, such a course of procedure 
appears strange. All the more so that, during the 
period when the Bank-rate was thus steady, our 
country and all its interests underwent changes and 
convulsions greater than any of which we have had 
experience, or than the country is likely again to un- 
dei^o within a similar period of tipie. That century 
and a quarter witnessed the great war with France 
under Louis XIV., — the dynastic troubles of 1715, 
— ^the formidable rebellion of 1745, which Imperilled 
the existence of the Hanoverian dynasty, — the disas- 

pTBSMil time : ftlougwiththeMnoontof bnUioo beldbjtheButk at 
11 took place, from 1 S22 downward*. 
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trons war with our revolted American coloniee, and 
with the allied powers of France and Spain, — and 
finally, the gigantic contest with France under the 
first Napoleon, when every Power in Europe, except 
England, waa in torn beaten to the ground. There 
must have be^i acme solid foundation for a practice 
which maintained itself steadily throughout bo long 
and so trying a period. And if ^Btems are to be 
judged by their frnits, we cannot boast that our 
new monetary system has worked with more advan- 
tage to the conmiiuiity than the old one. We have 
had no great wars, no rebellions or dynastic convul- 
sions, yet the country has been more repeatedly in 
monetary difBculties since 1820 than it was during 
the whole century that closed with 1797. As re- 
gards the convertibility of the note, it was maintained 
with most perfect success during the whole of lest 
century up to 1797, — under much greater difficulties 
than can now occur, seeing that the credit of the Bank 
was then not so fully established And as regards 
the suspension of specie-payments in 1797, that was 
not a consequence of the Bank's rate of discount, 
but of the exports of specie which our Government 
had to make in the form of loans, and in a lesser 
degree for the support of our troops abroad.* 

* On caiefnllj coniideiing the facto which led to the iiiapeiuioii 
of csali-pRjmeiita in 1797, we «ee nmch reasan to Uiink thkt the 
g might hftTe been wholly wroided, but far tbe panio 
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The qnestiona naturally occur: — Why was the 
average late of discount fixed at 4^ pel cent ? end 
m PBin- vhy was the rate confined in Us variations 
*""*■■ to one per cent! It was not the Usury- 
lav which led the Bank to select four or five per 
cent as the fJair rate of usage; for the 6 per cent 
Usury Law was not passed till 1712 ; and moreover, 
upon Government stock and good securities, the Sank 
used only to charge three or four per cent "What, 
then, is the explanation of the old rule? The principle 
upon which it was hased is at least a very intelli- 
gihle one. The Bank said, — " The average profit on 
money invested, at no small risk, in trade is 10 per 
cent, — hence 4 or 5 per cent is a fair profit upon 
money safely invested upon good securities. To 
charge more than that rate would check trade, — ^to 
charge less would needlessly diminish our profits : 
therefore we shall adhere to the fair rate." The 
rate of discount being thus fixed, the amount of the 
currency and of discounts was left to he r^nlated by 
the country itself — by the requirements of the eom- 
munity. " If we were greatly to lower the rate at 

occadotied by the refiuol of the Book to oontume its dUcamit- 
opostioDH &t the OFdinaiy amonnt. For five weeks before the 
climftx cune, the Buik Lad been steftdily *liiniTiiahinp its discoimta 
(to the extent of £2,000,000— a serious amonnt in those days), 
-while the private banks had to follow ita example. A panic -was 
the ineTitable remit : and the Bank had to shut ita doon. Bat 
for that panic, we believe, the suapeoBioD of cash-pay nj en ta might 
have been avoided. 
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one time and raise it at anotber," said the Bank Oontt, 
" we shonld virtually pteectibe to the community the 
amount of trade which is to be carried on, — alternately 
expanding and contracting it We should interfere 
with the natural action of trade, and at the same 
time we should endanger its legitimate profits. Our 
faction is simply to provide the instrument of 
exchange, by which loans are made and capital trans- 
ferred, at a fair rate (determined by the average rate 
of profits), and thereafber leave Trade to act free and 
untrammelled — to expand or contract according to 
its ciicomstances and opportunities." In short, they 
i^arded the instrument of exchange as the hand- 
maid of commerce ; as a thing devised for the purpose 
of transferring capital and facilitftting trade; and 
they regarded it as their function, as the national 
Bank of Issue, to maintain a supply of this com- 
modity adec[uate to the fluctuating requirements of 
the community. 

Becognising the disadvantages inflicted upon Inti- 
mate trade by frequent variations in the rate of dis- 
count, and seeing that 4^ per cent, as a rule, was the 
right rate to be chained, the Bank Court of those days 
preferred to adhere to that rate as closely as possible, 
rather than create embarrassments for trade, and for 
the community at large, by making the rate fluctuate. 
In this manner the Bank of England, for nearly a 
century and a hal^ adhered to the rule, and diare- 
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garded the exceptions. In recent times this policy 
has been reversed ; and now we exalt the exceptions 
at the expense of the tu1& Steadiness in the rate 
is obviously of great advantf^ to the community; 
and although the c^d rule need not be maintained, 
the principle upon which that rule was based ought 
not to be lost sight o£ It ought never to be fbi^ttea 
that all great changes in the rate of discount are 
inimical to Intimate trade. They introduce into 
trade the spirit of gambling. By a great fall in the 
rate of discount, a man may gain immensely tiy no 
merit on his part, and purely as a gambler wins in 
games of chance. And by a great rise in l^e Bank- 
rate, he may be made bankrupt equally by no fault 
of his. Eluctoations beyond the normal point, whe- 
ther upwards or downwards, are p«r ee undesirable. 
Yariations in the rate of discount ought to be mini- 
mised, not exaggerated. The profit upon money em- 
ployed in trade does not fluctuate in this manner: 
from year to year it remains pretty nearly the same : 
and as the value of money on loan naturally bears a 
relation to the amount of profit arising from the use 
of it, we are as much opposed to unnecessary re- 
ductions of the rate, as to avoidable elevations of it. 
Under our present monetary e^tem, however, the 
natural relations between Capital ready to be loaned, 
and Industry willing to employ it, have been seriously 
deranged. 
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The fimdameutal elements which i^ulate the rate 
of interest are: the amount of loanable capital, and 
cAuu or ^^ demand for it — ^whicb demand is regu- 
™" oHiifQB. latgd by the profit which can be obtained 
from the employment of that capital in bufliness. A 
third and subordinate element is, the inBtroment of 
ezchanga In our present monetaiy system, this 
third element is made supreme. As we have shown, 
the changes in the rate of discount have no connec- 
tion with the amount of capital in the country.* 
They are entirely occasioned by fluctuations in the 
available amount of currency. They are not caused 
by variations in the amount of capital deposited in 
the banks, but in the amount of currency which 
there is to represent and employ that capita 

In former times— during the century and a half 
which preceded 1844 — little or no embarrassment 
TBI vmt ftrose &om this cause. The currency in those 
STBTEM. times varied, by expansion or contraction, 
according to the varying requirements of the com- 
munity. It was a self-acting system — r^ulated not 
by the banks, but by the community. It was only 
the wants of the community which took off an in- 
crease of notes from the banks, and when the want 
subsided, the note-circulation fell to its former amount 
Now, it is equally a self-acting system — regulated 
not by the requirements of the country, but by the 

• See mpra, pp. 219-227. 
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fortuitous scarcity or aboudance of gold in the 
Bank of England. Under the former system, the 
value of money remained comparatively, and might 
have remained absolutely, steady; under the new 
system, it is eabjected to ceaseless and excessive 
variations. Under the former system, prices were 
regulated by the scarcity or abundance of the articles 
to which they referred; under the new system, prices 
vary quite irrespectiTQ of that scarcity or abundance, 
and simply owing to changes in the value of money. 
Out measure of value — the standard by which all 
other things are measured — is now subjected to 
greater variations than any other commodity in the 
country. A merchant who gives his promise to pay 
£1000 three months after date, may find that^ owing 
to a change in the value of money, he has to pay 
£1250; and it is quite a common case if he has to 
pay £1100 instead of £1000. For example, a mer- 
chant purchases a thousand pounds' worth of goods, 
and' gives a bill at three months' date. In the inter- 
val, the Bank-rate is raised to 9 or 10 per cent; the 
markets are depressed to the extent of 20 or 25 per 
cent ; bo that, in order to get money to meet his bill, 
he must sell not only the thousand pounds' worth of 
goods which he received, but a fifth or a fourth part 
more, before he can realise the £1000 which he has 
to pay. This is not an imaginary illustration. Hun- 
dreds of our merchanta had to do this in 1857 ; and a 
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similar loss, to a lesser decree, is befalling them now. 
Thus the valae of money is made to change enoi^ 
monsly in this country within a few weeks. 

The theory of "variation" which now regulates onr 
monetary system, and produces these extraordinaiy 
results, is briefly this : — If much gold happens to be 
brought into the country, the note^nrculation is like- 
wise to be increased to a correeponding extent ; if gold 
is temporarily withdrawn from us, the note-circulation 
also is proportionately diminished. If, owing to a 
temporary cause, all the gold available for monetary 
purpoaea were sent abroad, all our paper-money would 
likewise disappear, and the country be left without 
cuirency of any kind. A more absurd theory never 
was propounded. If one kind of money fiiils us, we 
are upon no account to use any other. If metallic 
money fails lis, we are not to use our paper-money. 
Nay, even as r^ards spede, we are restricted: for 
if gold foils us, we are not to use silver. This we are 
told to r^ard as a masterpiece of economical science; 
this is the great discovery which our advances in 
civilisation have revealed to us. Formerly, for gene- 
rations, when the supply of specie became inadequate 
for their wants, our people bad recourse to bank-notes 
to supplement the deficiency. Every other civilised 
nation has done the same. Every country in Europe 
or America has adopted bank-notes as an indispen- 
sable supplement to its stock of the precious metals. 



fbyCoOglc 



OUE MEASDBE OF VALUE, 283 

Even Hamburg, where metallic money vra& the sole 
form of currency, had recourse to paper-money to meet 
the exceptional requirements of its citizens in 1867 .• 
Bat a new l^bt haa at length dawned upon us. 
The gospel of monetary science now is: that when 
a country does not want paper-money, it ought to 
have a great supply of it, — and when it does require 
paper-money, it shall have none. "When a country 
haa enough of specie, it ought to double its currency 
by issuing an equal amount of bank-notes ; and when 
there is no specie, there should likewise be no notes. 
Is it necessary to discuss such a theory ? In order to 
he refuted, it only requires to be stated ; in order to 
he rejected, it only needs to be understood. It is a 
theoretical monstrosity which common sense revolts 
against, — a burlesque of reason which even the pre- 
sent generation will live to laugh at. 

The ebbs of gold which occasionally take place in 
our conntry as in others, are pnrely temporary. The 
gold returns to us, as it left us, in the ordinary course 
of trade. It does not leave us owing to any deprecia- 
tion of the currency, and it wiU come back again with- 
out our taking measures artificially to enhance the 
value of money, t Under the present system, these 
transient ebbs of gold, instead of being neutralised, 

* For s brief acconnt of the remai^bls numetftry cruds in Ham- 
bmg in 1SC7, see Appendix C. 
i- See supra, pp. 23S-38. 
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are so treated as to prodnce a serious derangement oFonr 
QieasTue of valae. Thus Tre violate the prime and sole 
object for which staDdard-meaanreB are institnted. 

The first and indispensable requisite of standard- 
measures of all kinds is, that they shall at all times be 
free &om variation. The material of which 
these measures are made is of no conse- 
quence, apart from the maiutenauce of the uniformity 
of the measure. It matters little — it is simply a 
question of convenieuce — whether the pound-weight 
be made of iron, lead, or stone ; but it is indispen- 
sable that the material employed be always of the 
same weight It matters nothing of what material or 
in what shape a pint-measut^ be made — ^whether of 
metal, glass, or earthenware, whether round or square 
or many-sided, — so that its cubic area remains always 
the same. Whatever it be made of, we cannot allow 
of the pint being enlarged by bulging, or diminished 
by indentation. Or take the case of our measures 
of length. The yard represents a sciraitifically-deter- 
mined fraction of the earth's meridian — a certain 
portion of the arc which extends from pole to 
pole. But as the earth's surface happily is not 
marked off into yards for the convenience either of 
savaus or shopmen, before this measure of length be 
applied to ordinary purposes it must be embodied and 
represented in a material form. And the Indispensa- 
ble requisite of this material yard is, that it shall not 
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he Bnbject to variationfi in length. We must make 
our standard-yard of the substance which is least 
liable to contract and expand in length; and if we 
cannot free that substance &om variations, we must 
nentialise thent In our measures of time, likewise — in 
ourchronometeis, — we do not merely matk off a certain 
lei^h of pendulum fitted to the latitude of tiie place, 
bat we take means to nentraliae the expaumons and 
contractions to which the material of the pendulum is 
liable. For this purpose we employ two different mate- 
rials, whose different action in expanding and contract- 
ing is made to neutralise the variations which would 
be unavoidable if only one material were used in 
constructing the measura Look at the compensation- 
balance of a watch, and you will see that it is a com- 
bination of brass and steel, so constructed that the 
different contractile and expansive qualities of these 
metals are made to neutralise each other's effects, and 
maintain the balance in its standard form. The twin 
carves of brass and steel are so used that when the 
variation of the one tends to expand the balance, the 
variation of the other tends to contract it. And so 
the measure is kept true at all times. 

The same principle applies to all measures — 
whether of weight or of time, whether of length or 
of yalua It is of small consequence if the yard- 
measure of a shopman expand a little with the heat 
of summer, and contract a little with the cold of 
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winter. But enlarge the process, and the result will 
aasome a v&ey different aspect Let & faulty yaid- 
wand (one liable to expansion and contraction) be 
applied as a basis of measurement to the whole coun- 
try, and the evil will become of serious magnitude. 
Our distances would be all wrong, — ^the area of every 
field, the extent of every estate, would be falsified, — 
the heights of our mountdns, the position of every rock 
and shoal on our coast, would be given erroneously. 
The extent of our islands would vaiy accordii^ as 
they were measured in summer or in winter; the area 
of each county would vary according as it was meas- 
ured in a hot day or a cold one ; and the skill of our 
chartographers would be totally failed in their at- 
tempts to piece together the incongruous parte. 

Far greater, and infinitely more injurious to the 
community, are the variations which at present take 
OUR HBisnu plftce in OUT measure of value. That 
OF TiLOB. measure is constantly expanding and 
contracting, in a manner that baffles all calculation. 
It varies sometimes even to the extent of a third 
or a fourth — to the extent of 20, 25, or even 30 per 
cent This is as if the yard-measure, owing to con- 
tractions and expansions of the material of which it 
is made, were sometimes three feet in length, and 
sometimes four. A merchant who buys a thousand 
tons of coal, and gives a bill for £1000 at three 
months' date, sometimes finds that, owing to a change 
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in the value of our corrent^, he must sell twelve 
handled tons of the same coal hefore he can get the 
£1000 to meet his hilL 

This, we repeat, is a violation of the prune and sole 
ohject for which measures of any kind — whether of 
weight, length, or value — are adapted. And there is 
no way of maintaining the accoracy of any staudard- 
measnre save hy combining in it two different mate- 
rials, the variations of which are made to neutralise 
each other. The principle of the compensation-balance 
is as indispensable in the measure of value as it is 
in other measures. We must combine with metaUic 
money another form of currency by which its variations 
can be neutralised. A metallic currency is ceaselessly 
contracting and expanding; therefore another kind 
of money should be used along with it which can be 
made to expand and contract in inverse order. In 
this way alone can the measure of value be main- 
tained, and the money-contracts of a country, the 
pecuniary engagements between man and man, be 
kept unaltered and inviolate. 

Bank-notes are the means by which this may be 
effected. Combined with metallic money, they are 
like the steel curve in the compensation - balance 
which, applied to the larger brass one, beeps the 
measure unchanging. We cannot stop metallic con- 
traction or expansion, but we can neutralise it. This 
is what science does in the measures of time and 
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other standards which it employs : and this is -what 
civihflation does in regard to the currency. Go where 
you will, in every civilised countiy you find paper- 
money. It ia an infallible sign of advanced civilisa^ 
tion ; and just in proportion as civilisation increases, 
paper-money is more extensively employed. And in 
every country it is used for the same purpose — namely, 
to supplement the use of metallic money, and to neu- 
tralise its occasional ebhs. In truth, for a country like 
ours to make its measure of value fluctuate with the 
ebb and flow of gold, is aa absurd as if our yard-meas- 
ure were to vary with the depth of the Thames at 
London Bridge.* 

The value of money, like that of all other com- 
modities, depends upon the amount of the supply, 
and the extent of the d^nand. If the amount of 
money in a country remains the same at a time when 
tiie monetary requirements of the community (owing 
to increase of population and trade, or any other 
cause) experience an increase, then the value of 
money will be altered, — all business will be deranged, 
and all contracts will be vitiated. In like manner, if 
the amount of money be diminished, while the re- 
quirements of the community continue as before, the 
same result will be produced. The value of the cur- 

* We Bball not ben internipt our ezpotition bj an abstraot dia- 
cuasion, but some remarka on "Wlut iaa Pound!" pabiiehed by 
the ontbot serenl yean ago, will be fonnd in Appendix D. 
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rency will Ija raiaed, — in conaeqneoco, prices will be 
lowered. Thereame quantity of goods or land, houses 
or labour, will no loi^et obtain for its owner the same 
amount of money. The trading-classes, and all others 
(constituting the bulk of the community) who hold 
their wealth in the form of goods and property, will 
undergo a serious loss ; while the small class (forming 
not a ten-thonsandth part of the population) who hold 
their wealth in the form of money, will reap immense 
gains. Ereiy such change in the value of the cna- 
rency sweeps away the profits of the trading and in- 
dastrial closaes into the pockets of the money-dealers. 
Not is this loss confined to the trading-classes : the 
whole body of the working-classes suffer along with 
them. Owing to the losses inflicted upon their em- 
ployers, the lower classes are in part thrown out of 
employment, and in part get less money for their work. 
It is extraordinary to mark what a small variation 
in the amount of the currency suffices to produce the 

changes in our measure of valua and 

rH» Tisi*. " 

tioHB WHICH which equally would sofBce to prevent 

them. The currency of the United 

Kingdom amounts to fully a hundred and fifty 

millions:* yet the variations which occasion our 

■ This U a conjectorsl estimate, bat we do not think it o&n b« 
above the mark. Tweaty-five yean ago (in ISSS), our gold and 
tilver coinage waa probably upwards of fifty milliona iteiiiog. 
Since that time gold and diver ooinage has been inoed from the 
Hint to the amonut of 120 milliotia. AManuug that fifty million* 
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calamitiea seldom exceed five or six millions. This 
seems a stmnge fact. It liappens in this way. By 
far the greater portion of our currency (amounting 
to about 100 millions) is in constant use in carrying 
on the retail operations of daily life. It is fully occu- 
pied in effecting the exchanges hetween tradesmen 
uid their customeTs, in the payment of wages, and 
the purchase of the necessaries and luxuries of life. 
It is constantly passing from hand to hand ; and 
accordingly all this portioo of our money, being folly 
employed in its own work, is not available for any 
other purpose. It is only the portion of our money 
which is kept in the banks (about 40 millions) that 
is available for the discount operations by which 
trade is carried on. Or rather it is only a portion 
of this money that is so available, — only the sur- 
plus portion which remains after the banks have 
made provision for the usual requirements of their 
depositors. It is this portion of our currency alone 
which is available to meet variations in the mone- 
tary requirements of the community, — and aJso which 
is acted upon by any variation in the amount of the 

of netallio money (the unonnt exiatiog in 1839) have been Abeorbed 
dnritlg the last twenty-five yean in re-calnage. Id wew wid lost 
from caaiulties, or have been exported instend of bullion, there will 
remain 120 millioni of metallio money in thU coantry. To this 
have to be added nearly forty niillioQi of bank-notea, — making the 
toUl currency fully 150 milliona iterliDg, Thii estimate is exclu- 
sive of (say) ten millions of bnllloo, uncoined mooey, kept in the 
vaults uf the Book of England. 
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monetaiy supply. To withdraw five miUioiis from 
a carteQcy of a hundred and fifty millions is in 
itself a ttifie ; but when that diminution takes 
66*601 wholly upon this small portion of the cur- 
rency, the effect produced is very great. Thus the 
occasional vaiiationa with which we have to deal 
are quite insignificant compared with the amount of 
our currency : and yet, our present monetary system 
causes these small variations to entirely vitiate oiir 
measure of value, and inflict both losses and wrongs 
upon the community. Instead of neutralising these 
variations, we greatly magnify them. An alteration 
of 5 per cent in the quantity of the currency ia 
made to alter its value to five or six times that 
extent. When, owing either to a diminution of the 
supply, or to a temporary increase in the require- 
ments of the community, the loanable portion of our 
currency is reduced to the extent of four or five millions 
below the ordinary amount, the value of money is 
raised some 20 or 26 per cent : although the currency 
itself is reduced only about a thirtieth or fortieth part, 
— or, it may be, not reduced at all. 

The smallness of the variations which so vitiate 
our measure of value, show how easily these variations 
may be remedied. When the diminution below the 
ordinaiy amount which produces our monetary and 
commercial embarrassments is only a thirtieth part 
of our currency, it requires no great effort of science. 
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or triumpli of civilisatioii, to keep the Btandard-mea- 
Bore at ita right lengtli. In foct, it is l^islation alone 
which makes the difficultT', by creating a dimunition 
of the currency ■which would not otherwise occur. 
Leave the commtmity alone — leave to the public and 
the banks their natnral freedom of action, and nearly 
the whole of the difficulty will at once disappear. 

The veiy fact that the deficiency of the circulating 
medium — the instrument of exchange by which pay- 
BOW TO ouu ™«°ts aie effected and loans made — 

™"'*- occura in the bauke of a coiintiy, sim- 
plifies the matter. These estabHshments for the 
most part have a large capital of their own, and 
also laige sums entrusted to them for the very 
purpose of being lent out; and if the community 
require and desire to take notes of these banks, 
it is an advantage to both parties that such notes 
should be issued. Kot a single note can get into cii^ 
culation unless the bank enjoys the confidence of the 
public, — for of what use would bank-notes be to any 
one if they were not accepted by others in payment? 
Nor would a eii^le note be taken unless it were actu- 
ally wanted, — for what trader would pay for discounts 
which he did not require t The banks, on their part, 
would take good care that they got ample security for 
their advances, and charged a fair price for the use of 
their capital thus loaned in the form of notes. And 
as the supply neither would nor could exceed the 
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requirements of the commuiiity, the only effect of such 
issues would be to preserve our measure of value &om 
sinking below its true level It would be the duty 
(as it has always been) of the banks to maintain the 
coavertibility of the notes which they issue. And in 
faruth, at the seasons of which we speak — namely 
when the currency is from any cause inadequate for 
the wants of the country — people have even less 
desire than usual to exchange bank-notes for gold. 
The notes serve their purpose ; and tiiey want 
nothing else. There are at present upwards of two 
himdred banks of issue in the United Kingdom, and 
a mere fractional addition to the circulation of these 
banks would suffice to avert those variations in our 
measure of value which, under the present system, 
inflict such losses upon the commtmity. 

Actual experience, the safest of teachers, has de- 
monstrated that the cause of all our crises is sim- 
ply the fact of tiie currency becoming temporarily 
insufficient in amount for the requirements of the 
community; and that the moment this insufficiency 
is remedied, the crisis is at an end. We have shown 
this abundantly by reference to historical fitcts; and 
the calamities of 1847 and 1857 exemplified the same 
truth within the experience of the present generation. 
In every crisis, the moment the Bank of England has 
reversed its policy of contracting ihs discounts and 
circulation, and, to use the words of the Governor of 
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the Bonk in 1826, "made commoD cause with the 
coontiy," the difl&cnlty has come to an end. It waa 
tlie notes of the Bonk that were -wanted bf the 
public, and as soon as these were supplied the crisis 
tenuinated. Convertibility on these occasions is not 
endangered by a temporaiy increase of issues; OD 
the contrary, by terminatiog the nnreasoning panic 
in which a great crisis culminates, the isfme of the 
notes actually stops the internal drain for gold.* 

* Thti fact WM exemplified in • reiDukable muuia- in Oie Ame- 
rican criaU of 18S7, irben the iatenul diBin vsa oiriiig to a eoa- 
tnctioo uf diicoiiDte >nd nrrtr iwnre OD tlte put of the banks. At 
the tinM of the criaii there wu no eitenul drain of gold, — on the 
eootnry, Rpeeie waa then flowing into the conntiy. The drain of 
gold was iDternal only, and waa chieSj, if not vhollj, oocaaioned 
by the midtaken policy of the buika. The Timet coirexpondent 
(writiog from New York on the 20th October) remaHu on the 
atrangeoeM of a •tupeuion of tprcie paymenta occnniug at a 
time " when the Exchange* throughont the world gave a profit 
on the tronamiuion of specie to New York." "It waa abso- 
lutely imponible (he aaja) on the day of nupeiuion that the 
apecie of New York could find ita way ont of the town, except 
by Home extnordinary operatioo nokoowD to trade. The Euro- 
pean exchaagea made remittances there impoasible. The whole 
interior was largely indebted to New York. . . . But confideoce 
was utterly gone here. . . . No man believed ia anything or any- 
body this day week. ... In the beginning of the panic, the btoika 
commenced a contraction, which in a single week reduced their 
loans 4,000,000 dolUn, and increased their ejiecie as tnnch. . . . 
They might have known that if they showed a want of confidence 
in the community, by contracting when iocreaged accomtnodatioD 
was demanded, tbe want of coaSdence would react upon them- 
•elve*, who were the depoeitarie* of the floating wealth of the 
trading world. They, or rather enough of tliem to control the 
action of all, leMoned otherwise, and thought they conld atrengtben 
themselTss at Uu eipenae of tlie merchant*. . . . The banks oon- 
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Now, vhy should not the Bank act in this man- 
ner at firat, instead of waiting till disaster has over- 
spread title conntrj, and panic has endangered its own 
position? "When gold leares the country, the obvi- 
ous remedy ia to supply the temporary vacuum with 
bank-notes. No "depreciation" of the currency arises 
from such a procedure. No notes will go out unless 

tinued to cnntnct, until a veiy considerable portion of tlie mercan- 
tile communitj in despair agreed among tlieiDaelTm to withdnw 
their deposita io specie if relief was not afforded. The relief waa 
denied, and tlie withdrawal begun. There could of course be but one 
end to this. . . . The moment thia game waa begun, a aaspeusion 
became inevitable." — Timtt, Nov. 2, 1857. 

The cause of tlio panic, u the Timet in its City article justly 
remarked (Kot. 3), was that "The banks, in their efibrta to save 
theouelves, had contracted their note-circulation far below the 
requirements of the country for ite internal trade. " And speaking 
of the reault, the aame jonmal observed: — "The entire aospension 
of specie payments by the New York and Boston baiiki is the most 
iatiafactoiy announcement that could have been looked for. Had 
the step been taken a fortnight earlier, an immense amount of ruin 
might have been averbed. The banks, after having by their mig- 
management brought about the state of aETaint which rendered the 
panic possible, sought to save themselves by the sacrifice of the 
whole mercantile community ; Init the public at last have taken the 
matter into their own hands, and forced them to a Btop|>age, which 
will place them in the same condition with their victims, and thus 
terminate the atniggle. ... Its effect vaa instantaneoua. 
Evei7 one, it ia said, seemed to feel that the ordinary channels of 
bnsiness would forthwith be reetored, and that from that moment 
the progresa of recovery would commence. A poEtacripl annonnoea 
that everything was going on quietly, and that all excitement had 
passed away. This result was perfectly natuiaL The inconvertible 
paper of the banks would now circulate at a value in proportion to 
the discretion with which it might be issued; and supposing it to 
be kept within close limits, there ia no reason that it should tall 
much, i[ at all, below par. "—TVme^atyArtiole, October 27, 1S07. 
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there be a demand for them ; and the extra demand 
amply maintainB the value of the extra iasua And 
when the temporary demand ceases, the notes are 
returned to the banks in the ordinary course of busi- 
ness. Even in - the extreme case of a suspension of 
caah-payments by the banks of a country, the paper* 
money mil preserve its full value, on the simple con- 
dition that the supply does not exceed the wants of 
the community. This is a self-evident proposition. 
As the Times observed, on the occasion of the suspen- 
sion of cash-pajonents in America in 1857: "Sup- 
posing the paper -issues of the banks, which are 
based upon the security of State Stocks, to be kept — 
as there is little doubt they will be — within limits 
not exceeding the requirements for carrying on the in- 
ternal trade of the country, this paper will be main- 
tained at par ; that is to say, it would he taken for its 
equivalent in Eng^h sovereigns or American eagles."* 
And the correctness of this opinion wais amply estab- 
lished by the result. Nay, more : for " the extraordi- 
nary fact was exhibited, of the inconvertible currency 
of the New York suspended banks being actually at a 
premium compared with the specie currencies of other 
countries. That is to say, a bill on London would be 
purchased in the notes of the New York suspended 
banks at a price which, after allowing for interest and 
all charges, would bring back [from London to New 

■ TiiTKi' Gty Aiticle, Oct. 29, 1867. 
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York] in gold a latter sum than bad been paid for 
it"* 

An extra iasoe o£ notes, when there is an extra de- 
mand for them, only Bufficea to preserve the measure of 
value unchanged. It simply prevents prices &om being 
abnormally lowered, and serves to maintain the normal 
value of money, upon which all contracts are based, 
from being exceptionally altered. Nor does such an 
extension of discounts, to meet the requirements of the 
country, entail any difficulty or hardship upon the Bank 
of England. On the contrary, it is a source of profit 
to it. Every additiooal million's worth of bills dis- 
counted is BO much additional profit to the Bank. In 
former times, when, owing to a temporary increase in 
the requirements of the country, the discount business 
of the Bank of England or of any other bank increased, 
it congratulated itself upon this extension of ite busi- 
ness, and was well content to make the required ad- 
vances at the usual rate of 4 or 5 per cent, — the profit 
on these advances being in greater part a pure gain. 
And as a basis of any permanent extension of their note- 
circulation, the banks added to their stock of specie, or 
of secnrities r«adily convertible into specie. In this 
way the requirements of the community were fully met, 
with benefit to both parties, and without any enhance- 
ment of the normal value of money. But all this is 
at an end. The natural expansion of the currency, as 
• Ibid., Oct 31, 1867. 
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i^nUted by the requiiements of the conuannily, is 
now forbidden by legishttire enactmeDt. The great 
extension of bankiiig, the increased use of cheques, 
and the enlai^gement of the " clearing-hoase" system, 
have happily sufficed to economise ooi coneDcy, — so 
that the same amonnt now goes much fartbei than it 
used to do. But in times of crisis, when an exceptional 
increase of the public requirements takes place, the 
effects of the new system are most disastrous. The ex- 
ceptional increase of monetary leqnirementa is always 
very brief, — and, as we have said, it may be caused by 
the action of the Bank itself Yet, during the few 
weeks of its duration, the consequences to trade ate bo 
disastrous that the country is sometimes strewed with 
fallen Rrma. There is no longer any elasticity in onr 
currency-system. It is no longer adequate to meet 
the occasional fluctuations in the demand for currency 
which are natural in every community. Nor is this 
evil confined to transient augmentations of the public 
requirements. If ever, owing to increase of trade and 
population, 24 millions of the Bank's notes should 
be permanently required by the wants of the com- 
munity (instead of 21 as at present), 9 and 10 per cent 
would become the ordinary rate of discount — ^rising to 
15 and 20 per cent whenever any little embarrassment 
occurred. Such a state of things — so artificial and so 
oppressive to trade — could not be tolerated : yet such 
is the monetary regime under which ve now liva 
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At present the value of the cnnency, the rise and 
fall of prices, ia regulated by the actiou of the Bank 
mx uin'H ^^ England. The Sauk has a. monopoly of 
voHOPOLT. power. No other bank or banks can com- 
pete vith it. If niue-teutbs of all the com iu the coun- 
try were in the hands of a single company, and if Par- 
liament forbade the establishment of any new com- 
pany, or any extension of business on the part of those 
already in existence, the whole community would pro- 
test against such an arrangement. Under such a sys- 
tem, the price of com would not follow its natural 
course, but would be artificially influenced by the efTects 
of the monopoly. There would be no competition, and 
accordingly we should have no means of knowing at 
any particular time what the natural price of grain 
really was. This is virtually the condition of the 
country under our present monetary system. If banks 
of issue had been left free, as they were in Scotland 
for the century and a half prior to 1844, the real 
value of money on loan would be at all times readily 
ascertained. For example, when, owing to an increase 
of trade or to any other cause, an increase of dis- 
counts was required by the communis, if some banks 
were disposed to charge more than a fair rate, they 
woiild be kept in check by the others. The banks 
might fairly be trusted to look after their own inter- 
ests, by not charging a rate too low to be remimera- 
tive : while mutual competition would tend to prevent 



fbyCoOglc 



300 THE BANK OF EKOLASD. 

the exaction of rates unduly high. But no such 
check at present exists. The Bank of England has a 
virtual monopoly of the note-iasues of the kingdom ; 
and it is the only bank which can extend its issues on 
a sudden, ao as to meet any exceptional increase in 
the demand for discounts. Hence it has a virtual 
monopoly at aU times ; and in exceptional times, as 
in a crisis, its monopoly is absolute All the other 
banks of issue are such pigmies, compared to the Bank 
of England, that it is hopeless for them to enter into 
rivaby with it Prior to 1844 the provincial banks 
of England used to extend their issues to meet the 
requirements of their locality, — doing so at 5 per cent 
with good profit to themselves. But they cannot so 
extend their issues now ; and they compensate them- 
selves for this contraction of business by readily fol- 
lowing the example of the Bank by exacting the same 
high rates. To talk of the value of money in the " open 
market" in this country is simply to mislead. Owing 
to the great expenses of the Bank's establishment, 
the discoont-honses, and many of the other banks, 
can afford to discount bills at a iiraction below the 
Bank-rate. If the Bank discounts at 2 per cent, they 
can discount at IJ. And whenever they see that 
the Bank's rate is likely to be lowered, they anti- 
cipate the fall But so entirely dependent are they 
upon the Bank, that (except when thei'e is an abnor- 
mal depression of trade) the Bank has only to raise its 



fbyCoOglc 



TEE BANE AND THE ACT. 301 

rate, and the whole bankii^ and discoont-houses 
raise theirs also. It is, of course, a source of profit 
for them to do so. They are not only dependent 
apon the Bank, but they have an interest in follow- 
ing it in every rise of the rate of discount The note- 
circulation — the currency with which these banks and 
discount-houses cany on their business — is entirely 
under the control of the Bank of Ei^land. These 
banks and discount-houses have a vast amount of 
loanable capital deposited with them, hut for the in- 
strument hy which this capital can be lent ont, they are 
wholly dependent upon the Bank of England. They 
are but satellites, and can do uoUiing but follow suit* 

Before concluding this portion of our subject, we 
have one more remark to make : — 

The Bank does not adhere to the " variation " theory 

at times when a drain of gold takes place ; for it does 

not contract its note-circulation in proportion as its 

* However the " mMket-mte " may occaaionallj tu? from the 
Bank-rate, it is eisentially depeodeat upon it. If the other baoka 
and diaconnt-hoiuea tee that the Bank'a reaerre i« increaaing, lo 
tbat a fall in the Bank-rate ia likely to take place soon, they antici- 
pate this fall hy at onoe reducing their omi charges. Bnt no saxil 
reduction of tho " market-rate " takea place sare ae a Bimple fore- 
■taltnent of the expected fall of the Bank-rate. The tmth of thii ia 
eaaily demonstrated. Aa we have ahown, the Bank now charges 8 
per cent under circninstaDC«a when formerly it charged only 4 per 
cent : and the etsential dependenoe of the market-rate apon the 
Bank-rate is amply ahown t^ the fact that the market-rate tuw 
risen in exact imitation of tbjs arbitrary ohaoge in the ptaotice of 
the Bank of England. The market-rate, ve repeat, never ainka 
more than a fraction below the Bank-rate, nnleu aa a simple fore- 
atatmettt of an expected fall in the Bank-rate. 
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stock of bullion decreaseB. The Bank's system, ss 
we hiiTe stated, is to meet a diaia of gold by greatly 
nising its rate of diacoont. Not, as a qoestion 
between the Bank and the commnnity, there is a vast 
difference between these two methods of procedure. 
If the Bank contracted its isenes — as Sir R Peel 
wished it to do, and also as the " Tariation " 

theory requires, — it would sell its Govem- 
B. pciL ment securities in proportion as gold was 

withdrawn, and cancel the notes which it 
received in payment. This was the course whiclt 
Sir B, Peel desired and expected it to take: and 
he anticipated that in some cases the Bank would, 
for this purpose, have to sell off the whole three 
millions of Govenmient stock upon which it is 
allowed to issue notes. And if this did not suf- 
fice to produce an adequate contraction of Its note- 
issues, the Bank would thereafter have to proceed by 
lessening the amount of its discountKtpeiations. Such 
a method of procedure would diminish the profits of 
the Bank. The Bank would incur a loss (as other 
banks do) by selling its Government stock at a time 
of monetary pressure; and if it had at the same 
time to reduce the amount of its discount-business, 
it would lose in this way also. This, we repeat, was 
the course which Sir R Peel expected the Bank to 
follow. He regarded a drain upon the Bank as one 
of those "hard times" which occasionally befall all 
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kinds of business, and which most be borne by those 
who cany on the business. He regarded it as an 
emergency for which the Bank itself must provide. 
Just aa in hard times a merchant has to sell his 
reserve, whether kept in the form of goods or in 
financial stock, even though he must lose by sell- 
ing at such times, — so Sir R Feel expected and 
desired that the Bank should act in like manner, and 
provide for the requirements of its customers by 
realising a portion, or if need be the whole, of its 
reserved assets, — these reserves, in fact, being kept for 
no other purpose. 

But the Bank does nothing of the kind. It does 
not sell its Government stock for the purpose of 
WHAT THK cancelling the notes received in payment 
BANK DOES. — ^neithcp does it diminish its discount- 
business. Nor yet does it take means to provide 
itself with the gold which is requisite to carry on 
its business. It takes no loss upon itself at all. 
The loss which itself should incur it now throws 
entirely upon the commanity. Instead of selling 
its reserve of stock, and curtailing its business, 
it makes the mercantile classes sell their goods and 
contract their business. Indeed it does more than 
this. It not only throws upon the community the 
burden of replenishing its vaults with gold, but it 
makes a profit in addition. By charging very high 
rates of discount, it not only causes gold to be brought 



fbyCoOglc 



304 THE BANK OF ENQUHD. 

into the country at the expense of the mercantile 
classes (i, e., in purchase of their artificially-depreci- 
ated goods), but, by the same process, it makes an 
addition to its ordinary profits, by wringing an extra 
sum out of these classes in the fonn of discounts. 

It is important to note these facts. The Bank 
Directors do not work the Act of 1844 as its &amer 
desired ; they do not take the butdeu of their business 
upon themselvea, as he expected them to do; they 
have shifted it on to the shoulders of the community, 
and, besides shirking a loss, make an actual profit 
in addition. 

When such are the facts of the case, it is not sur- 
prising to know that the Bank Directors are unani- 
mously in favonr of our present mone- 
Kow BDppoBw tary systero. It wonld be strange if 
they were not They have two separate 
reasons for upholding the Act of 1844 In the fiiat 
place, it shields them from responsibility. Whatever 
measures they take, they appeal to the Act in justi- 
fication. Whether they raise the rate of discount oi 
lower it, — ^whether they expand the currency or con- 
tract it, — if they refuse to discount cotton bills or 
Exchequer bills, or decline to make advances upon 
personal assets and seciuities, — "the Act" is the an- 
swer which they make to all criticism and complaints. \ 
They prefer to cover themselves with this shield, rather \ 
than to have their management juc^ed upon the i 
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merits. This is natural enough, — even though the 
provi3ions of the Act have frequently nothing to do 
with the policy which they adopt. lu the second 
place, the Directors have another and more pdpable 
interest in upholding the Act. Although the Act 
makes no regulations as to the rate of discount — 
although it enjoins a contraction of the currency 
which they do not put in force, — it affords them 
a ground for doubling the rates which they charge 
for money. It enables them to charge 8 per cent 
in circumstances where formerly they used to charge 
4 per cent. They say — and it is not we who pat the 
words into their mouth — "But for the Act of 1844 
it would be impracticable for us to keep on hand so 
lai^e a stock of gold, and at the same time charge 
the rates we now do : the commercial classes would 
rebel against such conduct on our part, if we could 
not fall bac^ in defence upon this Act of the L^is- 
lature." They feel the weakness of their position, 
and answer all criticism by an appeal to the Bank 
Act 

This is natural. Every party supports the system 
which ia most advantageous for it. But the f&ct that 
THi IT *^® Bank Directors are now in favour of 
DOW K>. tjjg ^(jj ig ^ ygjy ciubioiig argument in sup- 
port of that measure. When the measures which 
have given freedom to Trade were under discussion, 
no one thought of leaving the merits of the Com- 
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laws to be decided by the opimon of fanners, — or 
the NavigatioD-laws to be judged by Blupowners, 
— or the Silk-duties by the weavers of CoTentry. 
Just as little are the merits of the Bank Act to be 
decided by the opinions of the Sauk Directors. The 
Act is a convenient screen, which shieldfi them from 
lespoDsibility ; and it is also a great source of gain 
to the Bank, — and to all banks. We do uot say that 
it is from these motives alone that the Bank Directors 
so strenuously uphold the Act. Self-interest uncon- 
sciously biasses the judgment, and is fertile in au^ 
gesting arguments in its own favour. The Directors 
doubtless believe that the losses which their high 
rates impose upon the commercial classes are neces- 
sary to avoid worse evils. The farmers did not say, 
" We uphold the Corn-law because, though it occasions 
high prices and hatdship to the community at large, it 
gives us high profits though the masses starve." They 
said, " The Corn-law ensures the growth of more wheat 
in this country than there would otherwise be, and thus 
acts as a provision against the effects of a widespread 
famine or of a blockade during times of war" In 
like manner the Directors say, " The Act keeps more 
gold in the Bank than there would be otherwise." 
The country ignored the arguments of the fanners, 
and there is still better ground for disr^arding the 
opinion of the Bank Directors. The additional 
amount of wheat which would have been grown in 
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this countiy if the Com -law had heea maintained, 
would, every bushel of it, have come into the market 
for the supply of the community; whereas the extra 
stock of gold kept by the Bank, under the Act of 
1844, ie as useless to the conmiunity, until the Act 
be suspended or annulled, as if it were at the bottom 
of the sea. 

It is also to be observed that this unanimity on the 
part of the Bank Court in fiivoar of the Act of 1844 
is of recent data For several years after the passing 
of the Act, the Bank Directors were by no means 
friendly to it As long as the Act was worked ac- 
cording to the intentions of its framers, the Bank 
Court was unfavourable to it And for this very in- 
telligible reason, that it lessened their profits. As 
long as they adhered (which they never did fully) to 
the principle of the Act— namely, that whenever a 
drain of gold takes place, the Bank should contract its 
note-circulation — the only way of complying with the 
Act was for Uie Bank to sell a portion of its securities 
(of course at such times at a loss), and to contract its 
business by lending out less of its money. This im- 
posed loss upon the Bank, and the Bank rebelled 
against the system. But now that they have adopted 
a new process — now that they have found that they 
can work the Act in a way which, instead of lessen- 
ing their profits, greatly increases them, — the Direc- 
tors have changed their opinion. The Act is now to 
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them what the worship of X>iaiia waa to Demetrius 
and bis feUow-BUrereiniths of Epbesos. Hence they 
uphold the Act most leligiooslj. 

There is another point which is deserving of atten- 
tion. The Directors assert that thej are quite ready 

_____ to work the Act onder all circumstances. 
Aim THUiu 
a cur They say that they have no desire, oi 

need, to have the Act suspended. In their 

own words, t^iey say, " Whatever may be the suffer^ 

ings of the rest of the commiinity, we can always 

save ouraelves," It may be prudent for the Diree- 

tors to feign this confidence, bat we hope they do 

not feel it. If they do, they are cberiabing what 

may prove a fatal delusion. They reckon that, 

though they have not another note to issue, they can 

go on discounting new biUe as usoal, as the old ones 

run off; and that, if the demand for discounts should 

increase beyond this means of meeting it, all they 

have to do is to raise their charge to more exorbitant 

heights. Thsy reckon that a rate of " 20 or 30 per 

cent" will lessen the demand as effectually as if tbey 

were frankly to decline discounting a portion of the 

bills ; and this process, of courae, would give them 

enormous gains upon the bills which they continued 

to discount It is obvious, from the rates which 

they are at present chai^g, that th^ purpose to 

exact far higher rates should a really serious crisis 

occur. If they charge 9 per cent when their stock 
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of gold amounts to thirteen millioDa, what -will they 
not charge when (aa in 1857) their atack of gold ia 
falling to seven millionB ? But this will not do. 
The Directors are leckonii^ without their host. 
They are counting the community as nothing. Their 
idea in this matter is like that of a general who 
arranges his tactics on the supposition that the 
other side will remain inactive, and simply allow 
themselves to be killed. The result never corre- 
sponds to such anticipations. If the Bank shows 
itself ready to sacrifice its customers, the commercial 
classes, it ia not to be expected that the latter will 
tamely submit to the proposed immolation. The cus- 
tomers of the Bank at such a time need only to call 
up a million of their deposits, and then — instead of 
being able to cany out its prc^ramme of rusing the 
rate of discount to 15, 20, or 30 per cent — ^the Bank 
ia shut up at once, and becomes insolvent (not really, 
but, like many other firms which it had sacrificed) 
by Act of Parliament. Such a result, in such cir^ 
cumstances, would at once bring matters to their 
true level. Since the obstacle to the Bank's con- 
tinuance of its ordinary discount-accommodation at 
such times is purely artificial, while the consequences 
to the commercial classes are disastrous in the ex- 
treme, the sooner the Bank is stopped in such a career 
of slaughter the betta. Thereafter the real state of 
matters will be acknowledged: the artificial cause of 
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all the mischief vill be annulled, — and the artificial 
crisis and sacrifice of the mercantile classes will be 
at an end. 

Whether we judge from the published sentiments 
of the mora ardent supporters of Uie Bank Act^ or 
from the recent and present conduct of the Bank, 
it seems evident tiiat this game of enormoosly raisiDg 
the rate of discomit is the one which the Directors 
are resolved to play whenever another crisis like that 
of 1857 tecors. And it seems to na qnite as certain 
that the game will fail Surely, then, instead of the 
Directors awaiting, in ill-founded confidence, the de- 
plorable couSict which may arise between the Bank 
and the commercial classes, when another monetary 
crisis occurs, — it were better for all parties to recon- 
sider betimes the character of our monetary legisla- 
tion, and to obtain the abolition of sach enactments 
as have proved to be unworkable by the Bank and 
extremely injurious to the commuui^. 

We think we have now sufficiently, and with care- 
fiil reference to facts, demonstrated that the Act of 

1844 has failed in the object which it 
FEEL WOULD wss desigued to aceomphsh, and that it 

has subjected the country to new evils, 
of which its illustrious framer never dreamt, and 
which he would have been the first to deplore. If 
Sir Robert Peel had lived until now, and seen 
how completely his expectations have been &lsified 
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by the working of the Act, he would have been the 
first to acknowledge the failure, and to amend it. 
He was a etatesman who never hesitated to change 
his opimons when he found them to be injurious to 
the country. A stanch opponent of Catholic Emanci- 
pation, he became its foremost supporter. The cham- 
pion of the Corn-laws, he turned round and abolished 
them. The &amer of the Act of 1844, he would — had 
he lived till now— have already tabled a Bill to amend 
it He had made his reputation, and he was not afnud 
to risk it At the present time, unfortunately, we have 
no Minister who enjoys the great reputation of Sir 
Bobert Peel in questions of economical science. And 
our leading men, on both sides of the House, shrink 
from having the authority of so distinguished a states- 
man quoted against them : foigetful that if Sir Bobert 
Feel had been still amongst as, his practical sagacity 
would not have delayed the work of amendment 
nntU now. 

It is full time that the mistakes of the Bank 
Act should be recognised. It is time also that the 
oivB raraDOK Bank of England were restored to that 
TO TBI BiHK. freedom of action without which there 
can he no sense of responsibility on the part of 
the ■ Directors, — no scope for real ability in the 
management, — and no adequate support to pnblic 
credit in times of monetary and commercial difficulty. 
It is upon the s^aoily of experienced men, not 
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npoa the dead foimnliam of a machine, that thiB 
country, and every country, must rely for an able 
and beneficiaL direction of so important a branch of 
the national resoorces. In England tbeie has been 
br too much l^islation for the welfare of banking. 
The Bank has been so swaddled and cramped, bo 
favoured and fettered, so petted and plnndo^, by the 
State, that its natural growth was prevented, and ita 
present condition is wholly artificial and anomalous. 
First Monopoly, and now Kestriction, have exerciBsd 
their baneful influence upon English banking. Both 
are pemiciouB in principle, injurious to the comma- 
nity, and incompatible with the due nse and economy 
of capital 

We do not begrudge the Bank Its actual amount of 
profits. Compared with those of other English banks, 
its profits are moderate. We simply object to the 
Bank making gains at the expense of Uie community 
by shiikiog its duty, and refusing to make pro- 
per provision for its banking requirements. If the 
State has imposed upon it undue burdens, that is a 
Intimate reason for its protesting against the l^;is- 
lation which has imposed those burdens. But it is 
too much that the Bank should lend its powerful sup- 
port to the Act of 1844, simply because it has found 
a way to shirk its duty, and to throw upon the commu- 
nity in a tenfold degree the burden which under the 
Act (and indeed irrespective of the Act) should &11 
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upon iteell In order to save itself from the ordinary 
losses incidental to banking, it covers the country with 
bankruptcies, Baciificee the mercantile classes, and 
throws thousands of the working-claBses oat of em- 
ploymenL Such a course of procedure becomes still 
more objectionable when the Bank actually makes an 
addition to its gains out of the calamities which it thus 
imposes on the country. 

As to the commercial classes, a continaance of the 
present system ia the worst evil that can possibly be- 
A am TO ^^ them. And if they cannot protect them- 
™*"'- selves — if the power which a long-continued 
monopoly has conferred upon the Bank is too strong 
fbr them, — we should advise them to lighten the 
burden thus thrown upon them by proposing a com- 
promise. " Agree with thine adversary quickly whilst 
thou art in the way." Let the mercantile classes 
take the matter as philosophers, and make the best 
of a bad bargain. Let them " send round the hat" 
among themselves, and collect an annual sum which, 
whenever a drain of gold occurs, shall be employed 
in purchasing gold at a premium on the Continent, 
in order to replenish the Bullion vaults of the Bank. 
By paying this premium they will, of course, escape 
the black-mail levied upon them by the "Old Lady in 
Threadneedle Street" in the form of high rates of dis- 
count, — as well as the attendant depression of the 
home-market, and the depreciation of their goods to 
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the extent of 20 or 25 per cent In all earnestness — if 
Ute present system were to be maintained — the mercas- 
tile classes would make a gain by adopting such a course. 
At present the incubus under which they suffer is 
as firmly clasped upon them as was the Old Man of 
the Sea upon the back of poor Sinbad : and if they 
cannot shake it off, they had much better buy it off. 

When a powerful corporation like the Bank of Eng- 
land thus shirks the duty of providing for the legiti- 
mate demands upon it, it is well to examine 

WHI THE ^ 

BANE BHiRKB whcther therc are not some special causes 
for such conduct Now, one of these un- 
questionably is, the existence of the "variation" 
theory as the orthodox creed of monetary science. 
That creed holds that when gold leaves the country, 
it is incumbent to attract it back again at once (it 
would return in natural course of itself*), by de- 
pressing the home-market, and inducing foreigners 
to send over specie in purchase of the depreciated 
goods of our merchants and of the conunimity in 
general We have previously pointed out the de- 
merits of this system, and need not recapitulate 
them. We allude to it now simply to explain the 
conduct of the Bank. When such is the established 
creed, the Bank naturally reasons thus : — " Our gold 
is leavit^ us. Losses, bankruptcies, and want of 
employment must be suffered by the country in 
* See lupra, pp. 23S-28a 
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one way or other, in order to stop the drain. And 
since it can't much matter to the countty in what 
manner we inflict upon it this suSering, it is best 
to do it in a way that is profitable to the Bank, 
instead of in a way that makes us as great sufferers 
as the country." This, no doubt, is the reasoning of 
the Bank Court. In accordance with the prevailing 
creed, the Bank regards the sacrifice of the community 
as an inevitable calamity ; and, with that point settled, 
it sees no hann in doing the business in the manner 
most profitable for itself. If the Bank is to play 
the ungracious part of executioner, let it be well 
paid for its work. The " variation theory," as 
we have demonstrated, is essentially absurd. Tor 
the sake of the country, we hope soon to see it aban- 
doned for a wiser and a better system. But as long 
as it remains the orthodox creed of the day, the only 
objection that can be taken to the Bank's view of the 
matter, as above described, is, that since, the Bank 
fijids this course so profitable to itself it may be 
ready to play the part of executioner too often. If 
it shared the losses which it inflicts upon the com- 
munity (as Sir B. Peel proposed), there would be an 
adequate guarantee gainst an unnecessary recourse 
to stringent measures. In that case, the Bank's losses 
would have to begin first. Moreover, in such circum- 
stances we could rely upon the Bank Court giving 
an unbiassed opinion upon the merits of the Act 
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which is the main cause of these recuTrent national 
calamities. But, as long as the Bank is exempted 
from the general suffering ocxuisioned by its present 
system — nay, makes an extra pro&t out of it, — its 
interests in this matter are directly at variance with 
those of the community. 

There is another reason, or inducement, for the Bank 
pursuing its present system of actioa The profits of 
UBOKB PHOFTTB ^^ Other lesding bankiug establish- 
or oTiutB BiMis. mgQta ^ England averaged last year 
20 or 25 per cent; this year — judging firom the last 
half-year, and from the lact that the rate of discount 
is now higher than before — the average will be 30 per 
cent. The Bank of England, on the other hand, is 
only making 12 per cent. Naturally the Bank Court 
is dissatisfied, and adopts every legal means of in- 
creasing the dividend. Twelve per cent, it is true, is 
a very good profit on banking business. The profits 
of every kind of business in the long-run are depen- 
dent upon the amenities of the business and upon its 
risks. The man who invests bis capital in landed 
property does not get more than 3 per cent upon it : 
for the possession of land is a species of luxury, — 
it confers a greater social position than any other 
investment, and is attended with no risks. In like 
manner the fanner, whose avocation is healthy and 
agreeable, and attended by few risks, does not on the 
average make more than 8 per cent on his capital 
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The great meicliaDte and maaufactniera, on the other 
band, who are exposed to aerioue vicissitudes of 
fortune, reckon upon getting 25 per cent profit 
on each year's transactions, — bat, aa a set-off to 
this, in some cases they get only 5 or 10 percent, 
or none at aU. And those tradesmen whose gains 
are in a great measure dependent upon the caprices 
of fashion, expect a similar high rate of profit But 
bauking belongs to the former rather tiian to the latter 
style of business. A banker is an influential man ; 
his business gives him a good position in society ; and 
it is not attended with much risk. Hence, we say, 
10 per cent is a good rate of profit in banking. Nor 
is this a mere theoretical inference. In Scotland, 
where banking has been systematised to a greater 
extent than in England, and where certain fixed rules 
have been recognised and practised for at least a 
century, — we find that the profits of banking on the 
average do not amount to 10 per cent. Even in this 
year of very dear monqr, the profits will not reach 12 
per cent And the regulaiity of system pursued by 
the Scotch banks is evidenced by the fact that the 
percentage of profit of each and all of them is almost 
identicaL We find the same fact evidenced by the 
dividends of the Bank of England and of the Bank of 
France. From 1823 up to 1854, the yearly dividends 
of the Bank of England varied from 7 to 8 per cent : 
it is only since 1854 that the dividends have risen 
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to 9, 10, and this year to 12 per cent For these 
eereral reasons, we dunk we are justified in r^arding 
10 per cent as a iair average profit in banking. The 
zste of profits, of course, will be higher in the case 
of banks which attract an exceptionally large amount 
of deposits in proportion to their paid-up capital: 
bat still, on the average, 10 per cent is a iair profit 
on this kind of business. Nevertheless, when the 
&ct is that the other leading EngUsh banks are at 
present reaping 25 or 30 per cent profit, it is natural 
for the Bank of England, the greatest establishment of 
the kind in the country, to do its best to lessen the 
disproportion between its own dividends and those 
of other great banking establishments. 

Kow, why is it that the profits of the Bank of Eng- 
land are so much less than those of the London joint- 
IT8 cipniL stock banks ? A glance at their balance- 
Too LAxoE. giieets at once explains the matter. The 
capital of the Bank of England is enormously in ex- 
cess of what is required to carry on its amount of busi- 
ness ; the capital of the London joint-stock banks, on 
the other hand, is very much below the amount which 
in ordinary cases is deemed requisite for safe banking.* 
The paid-up capital of the Bank amounts to 14J mU- 

* We do not mean to «ay that the London joint-itock banki ar« 
carried on with iaadequate capital : we hold no mcb apiniun. Ex- 
perience is the only guide in mch a matter, and onqoestionabl; the 
London joint-stock banki have worked eioeedingly well The 
anudler the amount of piid-np capital with which a bank cmn iq/elf 
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lions,' while that of the London joint-stock banks in 
no case exceeds one million. In the next plaee, the 
"Eeat" (or fund set aside to supplement the dividend 
in years of low profits) amounts to 3 millions la ttie 
Bank of England, while in the new joint-stock hanks 
it rarely exceeds a tenth of that amount. Now, put- 
ting out of view the " Best " — which, though really a 
part of the paid-up capital, is reducible at pleasure to 
any amount which the Bank Court may think advis- 
able, — it is manifest that an establishment which haa 
a paid-up capital of 14^ millions is unduly weighted 
in a race with others whose paid-up capital does not in 
any case exceed one million. Its net profits would 
require to be about fourteen timea larger than theirs 
to allow of its paying the same amount of dividend. 
The liabilities of the Bank (coDsisting in nearly equal 
proportions of its note-issues and of its deposits) amount 
to 40 millions. The Bank of France, with an identical 
amount of liabilities (three-fourths of which are note- 
issues, and the other fourth deposits), has a paid-up 
capital of less than 7^ millions. A Scotch bank, if it 
had the same amount of liabilities {i. e., 40 millions), 
would have a paid-up capital of five or six millions. 
An English joint-stock bank, with the same amount 

carry on its operatioDB, the better: forl^ litrger will be its profita. 
In l^e text, we dingily state the fWt— nuuely, that the capital of 
theie banka is very much leaa than haa hitherto been fouDd safe in 
nrdinary banking, — For a eynopsia of the position of theae banks, 
and also of the Scotch banlu, see Appendix A. 
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of liabilities, would have a paid-up capital of two 
miUiona. The Bank of IVauce ia a suBicieDtly exact 
parallel to the case of the Bank of Englaad, yet 
the capital of the fonuer ia only one-half that of the 
latter bank ; and nearly 2} millionB of it are with- 
drawn from banking purposes, being lent to the State. 
In fact, the Bank of Fiance conducts its business with 
an available capital of five millions, which is just 
about what a Scotch bank would do if it had an equal 
amount of liabilities. From these facts it may safely 
be inferrod that the capital of the Bank of England is 
at least double what is neoessaiy for the safe prose- 
cution of ita business. 

How comes it, it will be asked, that the Bank's 

capital is so needlessly laiget No bank with the 

same amount of liabilities would ever 

VHT IT IB so. 

think of calling up so great an amount of 
capital, and thereby needleasly, and to a most serious 
extent, dimimshing its rate of profits. Why has the 
Bank of England done so 1 The explanation ia aimpl& 
The calling up of these 14^ millions has been the chief 
means by which the Bank purchased its privileges &om 
the State. Every expiry of its charter was made an 
occasion for new exactions on the part of the State, 
and for new privileges obtained in return by the Bank. 
It was in rotnm for a loan of its capital that the State 
conferred upon it (in 1708) that monopoly which has 
worked so much mischief to the country ; and it was 
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by similar or analogous means tiiat its cbarter vaa so 
often renewed, and its priyileges extended. The large 
capital was not raised by the Bank as necessary to 
cany on its business, but in order to pntchase a con- 
tinuance or extension of privileges &om the State. 
It is the price which it has paid for privileges ob- 
tained at the expense of the community. For the 
sake of gettii^ certain loans on easy terms from the 
Bank, the Government in past times conferred npon 
that establishment a monopoly unfair to the other 
banks, and most detrimental to the country. That is 
the meaning of the largeness of the Bank's capitaL 

The age of monopoly is past ; and gradually the 
monopoly of the Bank, already encroached upon, most 
be diminished till it disappear. But, in proportion 
as this end is to be attained, the State must give up 
the loans, &c., by which the Bank purchased its privi- 
leges. Thirty years ago one-fourth of the debt due 
by the Gktvemment to the Bank was paid oS; and 
whenever the state of the finances permits, the process 
of repajring these loans ought to be resumed. The 
repayment of tiie eleven mUlions still due by the 
Government to the Bank is, in fact, the very best 
form in which the reductions of our notional debt can 
be effected. The Government may fairly insist that 
the Bank shall accept repayment in the form of Con- 
sola, yielding an equal amount of interest to that 
wbidi the Bank at present receives upon the loan. 
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Instead of receiving 3 per cent npoa the loan, the 
Bank will be paid in Consols, at par, yielding an 
equal amonut of interest Thns, suppose Consols stand 
at 91, ten millions will sufBce to pay off the debt of 
eleven millions due to the Bank, without the Bank 
being a loser. Of course, such repayment would be 
spread over several years; so aa not to embarrass 
the Qovemment, nor unduly affect the value of Con- 
sols. Say the tepayment were spread over ten or 
fifteen years, then about three-fonrthB of a million 
sterling would each year be invested by the Govern- 
ment in the purchase of Consola, which ihereafter 
would be handed over to the Bank. As upwards of 
200 millions of Consols change hands eveiy year, the 
effect of these purchases by the Government would be 
quite imperceptible, even though they were very much 
lai^er. Thereafter (unless some limitation were im- 
posed, inimical to the freedom which we desire for 
the Bank), the Bank would have full control over the 
Government Stock thus transferred to it ; and might 
sell portions of it at its convenience, — employing the 
money thus received in the discount of bills, the pur- 
chase of gold, 01 in any other part of its business. 
Besides the undue magnitude of its capital, the 
Bank of Ensland lies under another bur- 
roB ITS den as compared with other banks, in the 
''"**'"*■ shape of the £120,000 a-year which it 
pt^s to the Govenmient for the continuance of Its 
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Charter. Such a payment is a relic of a bad and 
antiquated system. Like the loans which caused the 
Bank's capital to be unduly augmented, this payment 
is exacted by the Govenmieiit in return for the privi- 
leges accorded to the Bank. The system of giving 
pecidiar privileges to any company is now regarded as 
a most improper interference on the part of the State, 
injurious to the community, and unjust to other com- 
panies of a similar kind. Every one is now agreed 
(m this point. Nevertheless, it does not necessarily 
follow that this annual impost upon the Bank should 
be abolished. This would be tantamount to increasing 
the Bank's profits to the extent of £120,000 a-year. 
The payment is levied as a means of compensating 
the country for the advantages acquired in former times 
by the Bank to the pnblic detriment ; and it is only 
in proportion as this detriment is removed that the 
Charter-money can be lessened. The evil to the com- 
monity created by the Bank's long-continued monopoly 
cannot at once or easily be undone ; and since the evil 
remains, the compensation-money may &irly be exacted. 
Bat, on principle, it is a highly objectionable arrange- 
ment. And moreover — as a practical question, — 
although it is true that the exaction of this sum 
tends to lessen the virtual monopoly of the Bank, by 
allowing other banks of issue to compete with it on 
less unequal terms, this plea cannot be adduced in 
support of the arrangement as long as Parliament 
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actually forbids the establisbment or developmeat of 
banks of issue to compete with it at all. 

The profits of the Issue Department of the Bank 
may be stated thus. On all note-issues above fourteen 
pRonr ox niillions the Sank has no profit, — ^because 
ITS HOTM. jj. jjjugt iio](j goi J tQ gji equal amount (mimts 
£650,000, on which the profits go to the CrOTemment). 
The profit on these fourteen milliouB of notes ()£ 
reckoned at 3 per cent) is £420,000 a-year. Deduct 
fixjm this sum £117,000, being the cost to the Bank 
of making and managing a note-citcnlation of twenty 
millions ; also £24,000 paid by the Bank to other 
banks which undertake to issue its notes on receiv- 
ing one per cent of conunisaion ; also £60,000, being 
the composition paid to the Stamp-OfQce upon the 
note-issues ; also £120,000, which the Bank pays 
for its Charter. Thus from £420,000 there is to be 
deducted £321,000, — leaving a balance of profit to the 
Bank upon its note-issues of £99,000. This was 
Sir R Peel's estimate in 1844 But two other mat- 
ters must be taken into account before the b^nce 
can be correctly struck. If the Bank were in a natural 
condition, instead of having a capital of fourteen mil- 
lions (partly lent to the Cktvemment, and partly in- 
vested in Government stock), one half of that amount 
invested in Consols would suffice. The seven millions 
of capital that might thus be spared would, if invested 
in the Bank's business, yield a larger profit than the 
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3 per cent which it gets &om them at present. On 
the other hand, in these times of dear money, the 
profit on the fonrte^i millions of the Bank's note* 
issues may he taken at a much higher rate than the 3 
per cent at which it was estimated in 1844. Previous 
to that year, although the Bank's charge for discount- 
ii^ bills averaged 5 per cent, yet its advaucee on Con- 
sols, &c, were made at 3 or 4 per cent. ; so that Sir 
R. Peel, dealing generously, was justified in estimat- 
ing the profit on the notes at only 3 per cent 

The profit and loss account of the Issue Department, 
as reckoned by Sir E. Peel in 1844, was as follows : — 

Profit on 14 millioiu of notes at 3 per cent, . £420,000 
Ccat of note.circalstion, . . . £117,000 

CoDuniuion of 1 per cent to ot&er banlu, 24,000 
Composition with Stamp-Office, 60,000 

Payment for Charter, .... 120,000 

321,000 

Net profit to Bank on its note-imiea, . . . £99,000 

Owing to the higher rates of discount exacted by 
the Bank, the case is now greatly altered. For the 
last twelve months, the gross profit upon the Bank's 
note-issues, instead of 3 per cent, has been 8 per cent, 
—instead of £420,000, it is now £1,112,000 : so that, 
after deducting the above-stated £321,000 of costs and 
chaises, the net profit on the Issue Department has 
this year been £799,000, — eight times greater than 
in 1844, when the conditions of its Charter were last 
fixed by the Stata If the Bank continues its present 
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system of chai^ng twice as muoh for its advances 
as it used to do, this fisict will have to be taken into 
account whenever its Charter is renewed, and if the 
Govenunent proceeda on the same principle as in 
1844, the payment which the Bank makes for its 
privileges must be doubled. 

Although the dividends of the Bank appear small 
compared with those of the London joint-stock banks, 
the amount of its profits, in relation to its deposits, 
is immensely lai^er than theirs. Take, for example, 
the case of the London and Westminister Bank. The 
amount of its deposits is fully 18^ millions ; that of the 
Bank of England ia rather more, say 21 millions. But 
the net profit of the London and Westminster Bank 
during the last half-year was only £234,000 ; while 
that of the Bank of England was £850,000, or more 
than 3J times larger. This great excess of profit arises 
from the note-issues of the Bank: the profit upon 
which, during the last half-year, must have amoimted 
to fully half a million net — i e., after deducting every 
cost connected with its note-issnes, and also the 
sums paid to the State for Charter, &a The profits 
of the Bank, in truth, are at present very great ; and 
it is only the undue amount of its capitel which 
makes its dividends appear small compared with 
those of the London joint-stock banks. 

In the case of banks existing under natural condi- 
tions — that is to say, when the State confers no privi- 
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l^es upon any "of them at the expense of the others, 
— the note-lBsaes of each bank heat a gen- 
■ eral proportion to its amount of deposits. 
The instrument of exchange issued by a bank 
ought to have a certain relation to the loanable 
capital of the bank vhich it is designed to utilise 
and represent. In the case of the Scotch banks, 
for example, Uie proportion of note-issues to deposits 
is less than one-fifteenth. The Bank of England, 
on the contrary, has a note-circulation equal to the 
whole amount of the loanable capital entrusted to its 
keeping. After making every allowance for the influ- 
ence of prestige, it may foirly be said that three-fourths 
of the note-circulation of the Bank of England are due 
to the effects of the monopoly conferred upon it by the 
State. And, whether reasoning &om these premises or 
not. Sir R Peel, in 1844, regulated the State's chai^ 
upon the Bank pretty nearly in this proportion. As- 
suming that the Bank mode a profit of 3 per cent 
(£420,000) on the 14 millions of its note-issues for 
which it is not compelled to keep gold to an eqoal 
amount; and deducting from this sum £140,000 for 
the Bank's cost upon its note-issues, he ch^ed upon 
the balance (£280,000) the sum of £180,000 as an 
impost which the State might fairly levy upon the 
Bank. If Sir B, Peel had foreseen that the Bank's 
profit upon its notccirculation would be greatly in* 
creased (as it has been in consequence of its increasing 
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the rate of discount), he would donbtleBS have laised 
in equal piDportion the sum which the Bank pays for 
its Charter. 

In truth the Bank of Ei^land now lelies for its 
profits almost entirely npon Ite note-issues. While the 
joint-stock banks d^ve their whole profits &om their 
deposits, and seek to increase the amount of these 
deposits by offering feTonrable terms to depositors, 
the Bank follows an entirely diflferent course. It takes 
no measures to attract deposits, — it resolutely lefoses 
to pay interest of any kind to those who bank with it 
It stands still, while the rest of the world moves on. 
Compared with those of other banks, the amount of 
its deposits remains stationary. The loanable capital 
entrusted to its keepii^ hardly exceeds in amount that 
which is held bysome of the leading joint-stock banks, 
—as, for esnmple, the Union and the London and 
Westminster Banks. And yet, nearly a third of the 
Bank of England's deposits consist of Government 
money, — ^which it receives in consequence of its State 
privileges, and for the possession of which the other 
banks cannot compete. Deduct this amount of Trea- 
sury balances, and the Bank, judged by its deposits, 
would hold only a secondary position among the Lon- 
don banks. The effect of this policy (or rather stag- 
nation) on the part of the Bank is, of course, to make 
it rely almost exclusively upon its note-issues for its 
gains. If it is to increase its gains — if it is in any 
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measure to keep pace with the increase of profits 
wliich the other banks are ohtaining from the yearly 
increase of their deposits, — the Bank must do so by 
working its note-issues in such a way as to make them 
more profitable. In other words, it must charge more 
for the use of its notes. The Bank must make the 
community pay more for the use of the paper-money 
which the State permits it to issue, — and in the 
making of which issues it has a virtual monopoly. 
In short, it must keep its rate of discount at a higher 
level than befi>ra And, as we have shown,* this is 
the very course which it now follows. 

Aa a renewal of the Ban^s Charter is approaching, 
a revision of the agreement between the Bank and the 
State, and we trust of our whole monetary system like- 
wise, will soon take placa As regards the position of 
the Bank, it is so snomidous that, as a practical affair^ 
it is hardly possible to suggest a new arrangement based 
simply upon the natural principles of economical 
science. We cannot at once annul the past, and b^in 
de novo. The position of the Bank, and its relations 
with the State, present a Gordian knot of entangle- 
ment. Only bit by bit can the knot he' loosed : for it 
would be unwise to solve it by the summary process of 
the great Macedonian. But there are three leading 
points to be kept in view. The first of these is, that 
the present embargo laid upon six or seven millions 

* 8m »upra, p. 267. 
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of gold ehoold be annulled, and the Bank ahonld 
have the tree nae of all its reeources. Secondly, its 
monopoly is mjniious to the commnnity, and may 
Mriy be paid for, — the Bank's note-ciicnlation being 
far above the amoiint it votdd have obtained but for 
the monopoly, and ita power over the cnrrency being 
proportionat& But thirdly, and most important of all, 
— ^it must be remembered that, sa long aa freedom of 
issues is prohibited, it ia vain for the Government to 
seek compensation for the Bank's monopoly by levy- 
ing npon it a proportionate chai^ ; for, aa long as the 
present monopoly of note-issues is maintained, what- 
ever chaige is laid on the Bank can be — as it at pre- 
sent is — transferred by the Bank to the shoulders of 
the community. 

There is a source of profit of which the Bank 
might legitimately avail itself, and which wonld add 
to its gains in a less objectionable manner than its 
present course of charging abnormally high rates 
of discount upon inadequate grounds. When its 
stock of bullion is in excess of the usual amount, the 
Bank, instead of keeping a portion of its gold lying 
useless in its vaults, wotdd do well to send it 
abroad, — by investing in foreign securities, ready to 
be sold and re-converted into gold when necessary. 
At present^ when gold in unusual quantity flows into 
its vaults, the Bank reduces its rate to 2 per cent, 
and yet, even npon these terms, cannot get its suiplus 
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stock of notes taken off its hands. The Bank gains 
little or nothing' by sach a reduction of its rate, even 
though its discount-buBiness be therehy greatly en- 
laiged. If the Bank's weekly amount of discounts be 
seven millions at times when the Bank-rate is 4 per 
cent, then the weekly amount of its discount-business 
must be doubled, in order to be equally profitable 
when the rate is at 2 per cent. Would it not be 
better, then, for the Bank if, when it has a plethora 
of gold, it were to invest a portion of its surplus 
bnllion in the purchase of foreign stocks, — say in 
"Sew York, Paris, Calcutta, &c.1 This investment, 
of course, to be in addition to its ordinary banking 
reserve of this kind which we have propiaed.* When 
the Bank's stock of bullion is unusually la^e, the 
amount of notes which it is empowered to place in 
its banking department is greatly in excess of its 
requirements, either for issue or as a reserve. If it 
were to employ a portion of this surplus gold in the 
purchase of foreign securities, it would derive a profit 
from the investment, by obtaining interest on a large 
sum that would otherwise lie sterile in its vaults. 
When it has fourteen millions of bullion in ita posses- 
sion, it can issue £28,660,000 of notes — eight millions 
more than is required by the public in ordinary timea 
Every million of gold above this amount, therefore, 
might be invested in the manner we have described, 
* See »upra, p. 249. 
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not only witli profit to the Bank, but with no loas to 
the public. Fot, as gold in ita vaults began to sink 
below fourteen millions (or whatever were the point 
fixed), the Bank would sell out a corresponding portion 
of ita foreign securities, and place specie to the same 
amount in its Issue department* This would be 
a Intimate method of increasing the profits of the 
Bank. Such profits accruing to it would be a source 
of satis&ction to every one, and would be r^arded in 
a very different light ^m the augmentation of its 
gains which it now makes in seasons of monetary 
difficulty, at the expense and suffering of the com- 
munity, by raising its rate of discount to the exorbi- 
tant height of 9 or 10 per cent 

But why should there be any " excess " of gold at 

all in the Bank { l^is is occasioned by the peculiar 

provision of the Act of 1844, which enacts 

pELLEQ K. that the Bank shall buy all the gold that 

BUT OOU). 

is brought to it, whether it desires to have 
it or not It is compelled by the Act to receive 
deposits of bullion just as if they were deposits of 
money. If a man brings to it a certain sum in the 
form of a cheque upon another bank, or in the notes 
of another bank, the Bank is at liberty to decline open- 
ing an account with him, or to give him in exchange 

* Or, iiutead of paTing gold to oostomen wbo desiTs to export 
it, the Bulk might let them draw uprai its credits kt New Yo^ 
Calcutta, or other places : which would attain the iame object by 
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an eg^nal earn in its o-wn notes. Sut if he tenders to 
it a certain quantity of bullion, it is compelled to pur- 
chase that gold from hint, either by giving him notes 
to aa equal amount, oi by placing that amount to his 
credit. No sucli necessity is imposed upon any other 
bank. The Bank of England is the only hank in the 
world vhich is placed under this compulsion. This is 
a great violation of the freedom of banking. "Why 
should the Bank of England be subjected to itl The 
bullion vhich it is compelled to purchase from all 
comers, is not money. Take one of those glittering 
ingots which are ceaselessly being brought to the 
Bullion Office, and taken away again, and see if it 
will anywhere pass as money: Will any tradesman 
accept it in payment of his account f Will any bank 
receive it is payment of a bill, or as a sum to be 
placed to the account of the bringert Or will the 
Government accept it in payment of taxes 1 Not a 
bit of it. Even cat it up into small pieces, taid let 
each of those pieces be of the exact weight and purity 
of a sovereign or half-sovereign, and the result will 
still be the same. It will not circulate: no one will 
receive it as money. Why, then, should the Bank of 
England he compelled to receive it as money ? If 
the Goveroment will not receive bullion aa money, 
why should it compel the Bank to do so ? 

The bullion which the Bank is thus compelled to 
purchase is not only not currency, but the greato* part 
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of it is not meant to be turned into currency. Nearly 
the whole of it is kept in tiie Bullion Office in the form 
of ingoto. The Bank does not turn it into money: to 
do 80 in foct voald be a disadvantage. It is not kept 
by Qm Bank in the form of sovereigns ; and it ia not 
wanted in the form of sovereigns by those who with- 
draw it &om the Bank It is kept simply as bullion, 
which is not meant to be converted into Ijiglish 
money, but to be exported (as it was imported) simply 
as a valuable commodity, — as an article which is in 
general request over one-half of the world, and which 
therefore may be ranployed for settling international 
accounts. Bales of cotton, cargoes of iron, or coal, or 
com, will serve the same piirpose, but gold (at least in 
the Western world) will do it better. Bullion is only 
brought to the Bank when there are no foreign buyers 
for it : and there it remains, as in a place of tempo- 
rary deposit, until it is wanted for export It is 
simply as a commodity of widely-acknowledged value 
that gold is brought to the Bank of England, — it is 
in the same character that it ia kept in the Bullion 
Office, — and it is in the same character that it ia taken 
away. It is not money — it I'a not currency at all: 
why, then, should the Bank be compelled to treat it 
as if it were money ? Why should the Bank be com- 
pelled to purchase bullion whether it wants it or not ? 
The consequence of the present arrangement is, that 
the Bank at times has to overload itself with gold in 
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the form of bullion when it does not want gold in 
any shape. 

This arrangement, under the eystem pursued by 
the Bank, occasions many unnecesaaiy and unnatural 
fluctuations in the value and amount of the national 
currency. Upon these points we have already spoken. 
At present we regard the arrangement in a different 
light, — simply as one of those needless and injurious 
interferences with the freedom of banking which are 
80 numerous under the Act of 1844 Let the Bank 
buy bullion or not aa it pleases. It knows its own 
requirements, and will purchase bullion in accordance 
with its wants. To compel it to buy bullion which it 
does not require, and which it does not desire to have, 
is an objectionable infraction of its freedom. Instead 
of compelUng it to buy the bullion, let the Bank, 
when it has enough of gold, make advances upon the 
bullion brought to it, just as it does upon other assets 
and securities. Bullion, in &ct, ought to be dealt with 
in ihe light of a first-class bill, — upon which the Bank 
is always ready to make advances. This would entail 
no hardship upon the holder of the bullion. There is 
already an establishment, maintained by the State, for 
the very purpose of convertii^ bullion into British 
money. Any man who wishes to convert his bullion 
into money, has only to take it to the Mint, and this 
will be done for him gratis. On the other band, if he 
does not do this — if he chooses to keep his gold in 
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the form of buUion, he must expect it to he dealt 
with accordingly, — namely, ae a valuahle commodity, 
upon -which the Bank of England or any other bank 
will readily advance money, but which neither our 
banks nor the Goremment, nor any other party, can 
be expected to accept as if it were money of the 
realm. 

We come now to the last portion of the moneteiy 
system established by the Act of 1844 — namely, that 
which relates to the general paper-currency of the 
kingdom. Having already discussed ftdly, and we 
believe fairly — certainly, in an honest spirit — the 
various theories and principles relating to monetary 
science, this concluding section of the subject can be 
treated with comparative brevity. 

The Act of 1844 enacted that no new banks of 
issue should be established in any part of the king- 
nzsTBicnoN of dom. The notes which the existing 
BAHK-usuEB. banks of issue were allowed to continue 
were fixed at their average amount at the time when 
the Act was introduced The banks of Scotland 
and Ireland were allowed to issue notes beyond that 
amomit, on condition that for such extra issues these 
banks should keep on hand an equal amount of gold. 
Such issues accordingly yield no profit Moreover, 
no provision was made for the lapse of issues aris- 
ing &om any of these banks discontinuing bnsineBB: 
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80 that any Tacutun in the Scotch or Irish cnrreiicy 
arising from this cause can only be filled up by the other 
banks extending their issues and correspondingly in- 
creaaing their stock of gold. The provincial banks of 
England (i. e., all the English banks of iasue except the 
Bank of England) weie placed on a somewhat diffeient 
footing. They were not allowed to extend their " fixed 
issues" (i.e., the average amount of their note-circula- 
tion at the end of 1843) upon any terms, — not even on 
the condition of holding gold to an equal amount. Ifany 
addition to the English note-circolation became neces- 
sary, it was to be supplied by means of the notes of 
the Bank of England. It was also enacted that, in the 
event of any of the English banks of issue discontinuing 
business, the vacuum thereby occasioned in the currency 
should be supplied by the Bank of England to the ex- 
tent of two-thirds of the lapsed issues. And this only 
on two conditions : namely, that the Bank of England 
should be empowered to do so by an Order in Council ; 
and also, that the profit upon these additional issues 
of the Bank (for which it was not required to keep an 
equal amount of gold) should go to the State. 

The effect of these regulations has been greatly to 
reduce the number of the banks of issue, and to some 
extent to reduce the amount of currency. "When the 
A.ct of 1844 was passed, the number of banks of iasue 
in En^and (exclusive of the Bank of England) was 
275, — it is now 202; in 1844 the authorised issue of 
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those banka was £8,648,853,— it ia now £7,535,080. 
Thus, since 1844, the banks of issue in England have 
been reduced in number by 73, or considerably more 
than one-fouiih. ; and their authorised circulation has 
been diminiahed to the extent of nearly one-seventh. 
In lieu of the £1,113,773 of lapsed English issues, the 
Bank of England has been authorised to issue notes 
of its own to the extent of £650,000,— leaving a defi- 
ciency to the amomit of nearly half a million (£463,773). 
And as a lapse of the authorised note-iaauea of Scot- 
land has taken place to the extent of £337,938, the 
total diminution of the currency from this cause at 
present amounts to rather more than £800,000. 

During the twenty years which have elapsed since 
the passing of the Bank Act, the English banks of 
issue have been diminishing in number almost at 
the rate of four every year. Already one-fourth of 
them have discontinued business; and if the same 
process continues, ss it is hkely enough to do, they 
will be nearly all extinct before the end of the present 
century. Thus, under the Act of 1844, we are steadily 
marching on to a time when the Bank of England will 
be almost the only bank of issue in the country. The 
virtual monopoly of the circulation which the Bank 
already possesses will then become absolute 

There is another feature of the Act of 1844 in 
its relation to the general note-issues of the country 
which merits attention. This is the enactment that 
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Upon all the additional iasaes made by the Bank 
of England in partial replacement of the 
AMJ HOTB- lapsed issues of the English banks, the 
profits shall go to the State. This is an- 
othei interierence of the State with the freedom of 
hanking. If the State, in return for receiving the 
profit upon these note-issues, weie to become eecu- 
rity for them — if it irere to take upon itself the duty 
of ensuring their convertibility, — the arrangement 
would at leaat be intelligibla There would he a 
quid pro quo. But the State does nothing of the 
kind. It does not in any way guarantee the con- 
vertibility of these note-issues. What, then, is the 
meaning of this arrangement ? Upon what grounds 
is this interference with banking business made 1 It 
is important to have a definite answer to this ques- 
tion, because in many quarters the provision of the 
Act of 1844 in this respect seems to be regarded as 
a precedent which is to be accepted without discus- 
sion. Last spring the Chancellor of the Exchequer, 
in his Bill for replacing the lapsed issues of Scotch 
notes, proposed to extend the same principle to Scot- 
land, — doing so, not on the ground that the principle 
was a right one, hut simply because it had been 
adopted in the Act of 1844 This is a very erroneous 
way of proceeding. In every case, and especially 
when the proposal is not merely to maintun a prin- 
ciple but to extend its operation, a question of this 
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kind should be discussed upon its merits. The real 
question ia, not vhethei such a piinciple was adopted 
in the Act of 1844, but whether it is a right ona 

The motive which led to the adoption of Uiia prin- 
ciple in the Act of 1844 was twofold. In the first 
place, it was a natural consequence of the system of 
monopoly which waa embodied in that measure. The 
Act of 1844 extended the monopoly of the Bank of 
England. It enacted that whatever extension might 
take place in the English note-issues should be made 
exclusively by the Bank of Ei^Iand ; and that what- 
ever diminution might take place in these issues 
should likewise, so &r as it waa replaced at all, 
be replaced by Bank of England notes. In return 
for this extension of the Bank's monopoly, the Act 
required that the profit upon these issues should be 
paid to the Stata It is the old story over again. 
More monopoly to the Bank, and more payment 
exacted from the Bank by the State. lu 1844 this 
vicious game was resumed. The State extended the 
privileges conferred upon the Bank to the detriment 
of the community, and in return exacted a larger pay- 
ment Irom the Bank. The profit upon the £650,000 
of the Bank's issues in partial replacement of the 
lapsed issues of other banks (if reckoned at 3 per 
cent), is just £20,000 added to the annual sum which 
the Bank pays for its Charter — i.e., for the monopoly 
conferred upon it. 
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Aa a similar monopoly, in a less conoentrated and 
injurious form, was conferred in 1845 upon the Scotcll 
banks, it foUowB, of conise, that they also may be 
made to pay for th^ monopoly. The vicious princi- 
ple of the State selling privil^^ to private establish* 
ments, which has been the bane of English banking, 
is now to be introduced into Scotland. It is true that 
the Scotch banking system was so fully developed in 
a natural fbrm prior to the intioduction of the princi- 
ple of monopoly in 1844, that less evil can be done in 
Scotland with her dozen of independent and co-eqtol 
banks, than in England, where the monopoly of the 
Bank b^an so early, and was made so stringent, that 
no rival banks of issue have ever been able to estab- 
lish themselves. Nevertheless, it is deploiable to 
see so vicious, and we should have thought so anti- 
quated, a system actually receiving fresh extension 
at the present day. We boaat of " free-trade " — any 
one who insinuates a word against the doctrine is 
regarded as an antiquated imbecile : yet the system 
of monopoly, of restriction, of " protection "—or by 
whatever name it may be called — which we have 
abolished in all other forms of trade and industry, 
has been revived and is daily being extended in 
regard to banking. It is a startling anomaly. It 
is a fact bo anomalous — so diametrically opposed 
to the spirit of the times, and so injurious to the 
community, that 1^ only difficult is to account tor 
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its existence. Instead of proposing to extend this 
deplorable system to Scotland, the only thought of 
an eolighteDed statesman ought to he, how it can be 
most speedily, and for ever, eradicated from the bank- 
ing laws of England. 

This appropriation of the profit on note-issues, we 
repeat, is simply the price which the State exacts 
from banks upon which it has conferred privileges 
injuiioTis to the couununity. The right coarse is, 
not to continue or extend this impost upon the 
hanks, but to remove the occasion for it, — by abolish- 
ing the monopoly of which it ia the price. Even as 
a matter of compensation; it is useless. Every tax 
which the State lays upon the banks, can be (and 
is) 8tiift«d by them on to the shoulders of the com- 
munity, by the simple process of exacting higher 
rates of discount. Under the present system of 
monopoly, no other result is possible Availing 
themselves of their command over the cnrren<^, the 
banks of issue can nullify every impost laid upon 
them by the State, by sim^dy transferring the loss 
to the community. What does the commnoity gain 
by the State making these banks pay for their 
monopoly, when for every thousand pounds thereby 
added to the revenue, the community have to pay a 
like sum to the banks in the form of increased 
charges? The whole arrangement is illusoiy, anti- 
quated, vicious. Sweep it away,— by removing the 
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evil which it is vainly designed to meet. Instead of 
seeking to make banks of issue pay for tbeii mono- 
poly, abolish the monopoly. 

There is another motive which may induce a State 
to appropriate the profit on bank-notes. And that is 
when the Oovenunent desires gradnally to eztii^uish 
the existing note-issnes with a view to establish a 
State Bank. We see this process at present going on 
in the Federal States of America. There the State has 
issned a new currency of its own (not convertible into 
gold, but receivable in payment of taxes) ; and it has 
imposed a confiscatory tai upon the note-issues of the 
old banks in order gradnally to annihilate them, and 
leave the ground clear for the new National banks 
which are being established. And as these National 
banks issue only State notes (greenbacks), which they 
purchase from the Treasury, they are in reality nothing 
else than branch-banks of the great Issue Ofhce of the 
Qovemment 

The idea of a State Bank seems to have floated, per- 
haps not in a very distinct form, in the minds of the 
^ g,^„ framers of the Act of 1844 And, beyond 
BAKE. jji question, Sir Bobert Peel, adopting the 
views of Lord Overstone, was in favour of the estab- 
lishment of a sin^e Bank of Issoe for the whole 
country, — either in the form of a State bank, or of 
the Bank of England. A State bank would unques- 
tionably have certain advantages. Its notes, being 
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receivable in payment of taxee, and being issued od 
the security of Qovenuuenl^ would be made a legal 
tender throughout the kingdom. They would famish 
an adequate currency for ihe whole internal trade and 
domestic requirements of the country. And thus, in 
great emergencies and exceptional times, these State 
notes would supply an adequate currency for the 
coimtiy, even if, owing to an absence of gold, they 
were temporarily inconvertible. Nay more. By means 
of such a State currency, the precious metals, and the 
fiuctuation inseparable &om them, could be dissociated 
from the currency, and their value would be measured 
in it like that of all othex commodities. With such 
a currency, in fact, gold and silver would be bought 
and sold just like com or coal, iron or cotton. 

Attractive as such a currency-system is, it is open 
to what we r^ard as a fatal objection. It is in the 
oBJccnonato foTm of a State-currency alone that the 
i BTiTi lASK. paper-money of a country can be depre- 
ciated. The note-isaues of banks never cause the 
currency to become redundant Indeed, if the rate 
of discount be maintained at the just level, it is 
doubtful if the measure of value can be depreciated 
by the note-issues of banks, even though cash- ' 
payments were suspended. The banks of a couotiy 
have no motive to diminish their profits by un- 
duly lowering the rate of discount ; and if there 
be no undue lowering of the rate of discount, there 
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can be no undue expansion of the currency. The 
tradii^ and indoatiial daases vill not pay for more 
discounts than they want ; and it is only by means 
of discount-operations and suchlike advances that 
a bank can get its notes into circulation. But vith 
a Qovemment the case is widely different A 
GoTermnent expends many millions of money every 
year, and all these payments can be made in its 
own notes. Any amount of paper-money may thus 
be forced into circulation, whether there is a de- 
mand for it OF not. It is true that a State bank 
may be conducted on perfectly sound principles ; but 
the temptation to do otherwise, in exceptional times, 
is very great. By issuing, in the form of Grovemment 
expenditure, an excessive amotmt of paper -money, 
the Qovemment virtufdiy raises a forced loan from 
the community, without becoming liable to repay- 
ment either of capital or interest The depreciation of 
the currency which ensues is an index of the profit 
(the amount of the forced loan) obtained upon these 
issues by the Qovemment All great depreciationa 
of paper-money have been occasioned by State-issues. 
The assignats of revolutionary France, the greenbacks 
' of America, and the many other kinds of paper-money 
which have sustained a great depreciation, have all 
been State-issues. Such issues are conducted on a 
totally different principle from the note-issues of 
bauka They can be forced out whether the com- 
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munity vant them or not ; whereas bank-notes cannot 
he so forced out, nor, if got out, could they remain 
out. Banks will not issue theii notes save upon 
ample security, and at a fair profit ; and the public, on 
their part, will not pay for borrowing money on such 
terms if they do not want it ; nor will the notes le- 
main in circulation a day longer than they are needed, 
— neither will they circulate at all unless the public 
have confidence in the hank which issaes them. 

A State bank, therefore, seems to us, of all others, 
the most dangerous source of a national currency. A 
community best knows its own wants, and a currency 
will always be r^;ulated by those wants if it be sup- 
plied by hanks, and if the State does not interfere by 
means of legislation. But a community has no such 
check upon a State bank, whose notes are issued in 
the form of Govermnent expenditure. 

The same objections do not apply to the establish- 
ment of a single bank of issue. Such a hank has no 
motive to depreciate the currency, and, 
A BiBou BANK wluit IS more, no power to do so — ^unless 
by unduly lowering the rate of discount, 
which no bank, if left in its natural condition, will 
be willing to do. The danger, in fact, lies in exactly 
the opposite direction. A State bank is apt to make 
money too cheap, — a single bank of issue is disposed 
to make it too dear. A restriction of note-issues to 
a single hank confers upon that bank a monoiwly 
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of the carrency, and thereby enables it to raise the 
value of money &t its pleasure. And the higher a 
bank can raise its rate of discount, the greater are 
its profits. This is especially tiue of an establish- 
ment like the Bank of England, which pays no in- 
terest on its deposits. With Scotch banks, and in a 
leaser d^ree with the English joint-stock banks, a rise 
of the rate of discount is not pure gain, because they 
have in some measure to raise also the rate of interest 
which they pay on deposits. But, weak and utterly 
inadequate as this preventive to over-chaiges is, it is 
wholly inoperative as ic^ards the Bank of England. 
Every rise in the Bank-rate is pure gain to that estab- 
lishment And if it were made the sole bank of issue, 
the country would be subjected to a despotism which 
would be intolerabla Unlike a State bank, the Bank 
of England is conducted simply on the principle of 
making the largest possible profit on its money. A 
State bank, from self-interest, would give all due aid 
to trade and conmnerce; for by so doing it would 
increase the revenue, and also promote the welfare of 
the people. But the Bank of England has nothing 
to do with such considerations. It simply looks to 
its own iuteresta. It has simply to consider by what 
means it can obtain the largest amotmt of profit 
In this respect, to confer a monopoly of note-issues 
upon the Bank of England would be infinitely worse 
for the communitry than if the right of issue wera 
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confined to a State bank. Trade and industiy would 
be placed in pennanent bondage ; and the moneyed 
interest, tbe Plutocracy, would be rendered om- 
nipotent This would be the worst kind of "pro- 
tection," — it would he class-l^;islation in its moat 
obnoxious form. It would he a greater violation 
of the freedom of trade, and a woree oppression of 
industry, than any which has figured in our Statute- 
book 

Such, then, is the goal to which ijie Act of 1S44 is 
gradually but sorely conducting us. It is undesirable 

in two respects, Kratly, inasmuch as the 

ot THB operation of the Act will ere long produce 
a serious diminutioa of the currency. Se- 
condly, because it is gradually extending the mono- 
poly of the Bank of England. Let us consider these 
two results separately. 

Already one million and a half (£1,451,711) of the 
note-issues of our banks has lapsed, producing a dimi- 
nution of the available currency to the ex- 
tent of nearly a million. And even suppos- 
ing that all the Scotch and Irish banks of 
issne continue in existence, a steady decrease is cer- 
tain to occur in the English banks of issue. As we 
have shown, these banks are discontinuing business at 
the average rate of four every year. And as even 
the largest of them all, the National Provincial Bank 
of England, with an authorised issne of nearly half 
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a milliou, is said to contemplate resigning its right 
of issue for the sake of being alloved to establish on 
office in London, ve may safely infer that, nnlesa the 
law be changed, all oi nearly all of these banks will 
either drop baeinesa, or at least resign theii right of 
issue. This would cause a further lapse of upwards 
of seven and a half millions of notes, which could be 
replaced by Bank of England notes only to the extent 
of two-thirds. In'other words, in addition to£801,711 
of note-issues already lapsed, there would be a further 
lapse of £2,535,630 : making a reduction of the avail- 
able currency to the extent of nearly three and a half 
milliona Either this vacuum would remain unfilled, 
or else the Bank of England would require to keep 
three and a half millions more gold than at present 
to maintain the note-circulation of the country at its 
present amount. The effect of this is obvious. The 
amount of gold which the Bank Directors think' suffi- 
cient would have to be raised, and the Bank-rate would 
be raised in proportion. Since the Directors at pre- 
sent think it necessary to cbai^ 9 per cent for their 
discounts when there are thirteen millions of gold in 
the Bank, they would, when the above-mentioned lapse 
of notes is accomplished, charge the same rate when 
their stock of gold is upwards of sixteen millions. 
This is the state of things to which, under the Bank 
Act, we are advancing. A still larger amount of gold 
would be nullified in the Bank,— ^ten millions instead 
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of aix 01 seven : and a corresponding rise would take 
place in the Bank-rate, raising still further the rate 
of usage throughout the country. We do not believe 
that this result mil take place, hecanse ve do not 
believe that the country wiU submit to it. But the 
result 10 sufficiently certain if the Bank Act be allowed 



Secondly, along with this evil of a diminished 

currency, will come an extension of the monopoly 

of the Bank of Eugland. As a lapse of 

OROTTH OF a r 

issues on the part of other banks occurs, 
it is the Bank of England alone that is 
permitted, in part, to replace these issues. Thus 
the whole currency of England will by-and-by be 
in the hands of the Bank. Great aa is the power of 
the Bank Court at present, it will become still more 
omnipotent as time rolls on. The other banks may 
discount as they please, but the Bank has a power to 
r^ulate their operations in this respect at its will 
The currency is wholly in its hands ; and by con- 
tracting that substratum — that fundamental basis of 
credit, — it can compel the other banks to contract 
their operations in proportion. Or rather, as we have 
said, the other banks, feeling their helplessness, will 
be ready, as unw, to co-operate with the Bank, and 
increase their profits by adopting its high rates. 
Already we see that every bank which allies itself 
with the interests of Trade ere loi^ comes to grief. 
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or h&s to reverse its policy, and imitate that of the 
Bank. It either breaks down, or, leamiog its help- 
lessness by bitter experience, cbunes in with the 
Bank, — disr^ards the claims of Trade, and thinks 
only how to make money at the expense of the com- 
mercial classes by charging high rates of discount 
The canse of the fall or embarrassment which succes- 
sively overtakes these banks is, that they think mainly 
of the legitimate requirements of their customers. 
They say, " Here is an excellent firm, carrying on a 
sound business ; it is a good customer, and we have 
Qo doubt as to its solvency, — therefore it is only right 
that we should assist it." But they forget that in so 
doing they are at the mercy of the Bank of England, 
and that a change in the value of money, owing to the 
action of the Bank, may at any time turn good busi- 
ness into bad. A rise of the Bank-rate, by depressing 
the markets, may bring ruin upon firms who have 
conducted their business alike with prudence and 
ability. Hence it is that all banks which endeavour to 
make common cause with the commercial classes, get 
into difficulties, and soon cease to struggle gainst the 
overwhelmii^ power of the Bank of England. Its 
rates determine the fate of Trade. Its power is a des- 
potism against which it is in vpin to stru^le. If our 
leadit^ joint-stock banks had a right to issue notes of 
their own, and were to use this power when occasion 
required, they would to some extent be independent 
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of the Bank. They would have a means of leading 
their deposits — of making advances of their loanable 
capital — which at present they have not ; and thereby 
they could support solvent firms when temporarily 
embarrassed. Their action also would lessen at 
times the depression of the markets produced by the 
high rates of the Bank of England. But at present 
rivalry is vain. The other banks have to cany on 
their business with the Bank's notes: it is the only 
means they have of carryii^ on their business. They 
have a vast amount of loanable capital, it is true, but 
they have not, of themselves, the means of lending it 
Hence it is vain for them to follow a different sj^rtem 
from that pursued by the Bank. They must act as 
it acts, or suffer the consequences. Surely this ia 
not a state of things to be desired. Monopoly is as 
evil a thing in banking as in any other business. 
Yet, if the Act of 1844 be maintained, we shall year 
by year see this despotism of the Bank rendered still 
more absolute. 

It has frequently been su^ested that Bank of Eng- 
land notes shotdd be made a legal tender in Scotland 
as well as in England. Such a proposal is objection- 
able, theoretically ; as a practical measure, it would 
iail to realise the object which its advocates desire to 
attain ; and also, in its character, it is essentially re- 
actionary. The principle of making the notes of any 
private bank a l^al tender is an erroneous one. No 



fbyCoOglc 



OUB PAPER-CUBBENCT. 393 

paper-money should be made a legal tender uoleBS it 
be issued by the State : and Bacb State-iesues we have 
no desire to see. The circulation of the notes of every 
bank of issue should be a voluntary act on the part of 
the community, or of the locality in -which such bants 
exist In this matter, however, as in aU the others which 
we have discuBBed, we lay little stress upon abstract 
principles. The worship of theories is the idolatry of 
the young. The real question, when considering the 
merits of & system, is, how does it work ? We have 
no desire to see the State recall from the Bank of Eng- 
land the legislative privilege which makes its notes a 
legal tender in England We think it was a mistake 
to give such a privilege to any private bank ; but the 
privilege has been enjoyed for thirty years, and there 
is no adequate motive for cancelling it The notes of 
the Bank of England had been accepted as a valid ten* 
der by the community for generations before the privi- 
l^e was conferred upon them ; and it would be un- 
advisable to affect their present prestige in any way 
by an act of legislation which is not indispeneably 
called for. But to extend the operation of this State 
privilege in favour of the Bank's notes to Scotland is 
B very different affair. Such a proceeding would be 
most objectionable ; it would be directly at variance 
with the wishes of the Scotch ; and, moreover, it would 
not accomplish the object of those who advocate it 
The practical object sought by those who desire to 
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see Bank of Eogland notes made a \e^ tender in 
Scotland, ie to obviate the diain of gold npon the 
Sank, which occurs in times of monetary pieseure, in 
consequence of the Scotch banks selling their secnn- 
ties, and withdrawing the amount in coin &om the 
Bank of England. Ko one can object to the Scotch 
banks adopting this course : they merely do as eveiy 
individual in the commimity has a right to do. And, 
moreover, this is precisely the course which Sir Robert 
Peel wished that all provincial banks should take 
when it became necessary for them to extend their cir- 
culation. He stated that whenever an English bank 
of issue required more money than the amount of the 
notes which it was permitted to i^Bue, it should sell 
a portion of its securities, and tiiua obtain a supply 
of notes of the Bank of England. And to withdraw 
notes &om the Bank has precisely the same effect, un- 
der the Act of 1&44, as to withdraw an equal amoimt 
of gold. But the real point to be observed is this. The 
drain upon the Bank of England which the advocates 
of this proposal desire to obviate, is wholly occasioned 
by the Act of 1845. Previous to the passing of that Act, 
there never was any drain upon the Bank of England 
to meet the requirements of Scotland. Neither would 
there be now, but for, the Act. The cause of the drain 
is simply this. In periods of crisis or panic, the 
monetary requirements of the community are excep- 
tjonally increased ; and as (he Act of 1845 forbids 
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the Scotch banks to issae additional notes unless they 
at the same time provide themselves with an equal 
amount of gold, they have no choice but to cash their 
securities and provide themselves with an extra stock 
of gold. If the Scotch banks were let alone, — if they 
were allowed to conduct their business in their own 
way, and simply with reference to the wants of the 
community, — there would be no such drain on t^e 
Bank of England. Let the Scotch banks issue their own 
notes, and that is all that is wanted. But as loi^ as 
they are prohibited from extending their issues, except 
on the condition of providing themselves with an 
extra stock of gold, this drain upon the Bank of 
England is the necessary and natural consequence. 
He real remedy for this occasional withdrawal of 
gold from the Bank, therefore, is to annul the legis- 
lative enactment which is the cause of it. 

To make Bank of England notea a legal tender in 
ScoUand, would be an extension of the vicious ^stem 
of State interference and hanking monopoly, of which 
the country has already had far too much. Alike the 
hanks and the community of Scotland would have a 
right to complain, — and certainly would complain. 
They are quite content with their own notes and 
banking- ^stem, and would strenuously, and we think 
moat justly, oppose any attempt to subvert these 
by a further extension of the State privileges of the 
Bank of England. 
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Moreover, in what way would the proposed i 
tion obviate a drain on the Baok of England in times 
of monetary pressure ? At present the Scotch banka 
have to provide themselves with an extra stock of 
gold, in order that they may issue an extra amount 
of their own notes, to meet the increased monetaiy 
requirements of the community. Under the proposed 
system, they must equally add to their stock of money, 
by obtaining a supply of Bank of England notes. Such 
a change would make no difference in the drain on the 
Bank of England. To withdraw notes from the Bank 
has precisely the same effect, under the Act of 1844, as 
to withdraw gold.* The same amount of gold would 
have to be kept in bank under the one system as 
tmder the o&er. The only difference is, that under 
the new system the gold would be in the Bank of 
England, — whereas, at present, it is kept (where it 
ought to be) in the Scotch banks. Accordingly, the 
Scotch would be well entitled to object to & change 
which would not only damage their own banks, and 
extend the vicious monopoly of the Bank of England, 
but which, as a measure of detaU, would simply trans- 
fer horn the Scotch banks a certain amount of gold, 
and place it in the keeping of the Bank of England. 

The right of a community to the free use of bank- 
notes is, or ought to be, undoubted. The recent 
violation of this right — the prohibition of such issues 
* See footnote to p. 239. 
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by the Acts of 1844-5 — is an interference on the part 
of the State with a matter in which it has no concern. 
Bank-Dotea circulate by the bee wiU of 
the community. They cannot be issued 
save in accordance with the wants of the 
public. The State may refuse to receive these notes 
in payment of taxes and other dues: but it has no 
right to forbid their use among the people. Indeed, 
as we have said, no notes of any private bank ought 
to be made legal tender. Bank-notes should circulate 
simply by the free will of the community. The con- 
dition of their existence is a voluntary act on the part 
of the public. 

The right of the community in this matter should 
be restored. The fi'eedom of banking which existed 
for a century and a half prior to the Bank 
THOM FRu- Act should be re-established. And it 
would be re-estebliflhed in a better form. 
Private banks of issue are things of the past No new 
ones would be esteblished, any more than private 
banks of any kind. In truth, few private banks would 
ever have existed but for the monopoly of the 
Bank of England, which for more than a century pre- 
vented the establishment of joint-stock hanks. The 
system which grew up under the regime of freedom in 
Scotland is the one which would now be followed. If 
any joint-stock bank wishes to issue notes, let it do so. 
We do not know that any condition should be attached 
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to tUat ngbt. Foi its own sake, a bank may be tmsted 
to secure its notes just as it secures its other liabilitieB. 
Nevertheless, in the case of new banks, it raigbt be en- 
acted that for all notes issued they shall keep an equal 
amount of Consola, valued at par. These notes, too, 
might be ear-marked, so to speak, — might be placed 
apart firom the other assets, and kept for the not«- 
holdeia. But, in truth, the banks would naturally take 
good means to meet the wishes of the public in this 
matter. Their only chance of success would lie in mak- 
ing their notes acceptable as a circulating medium. 
If they failed in that, their notes would not circulate. , 
Therefore we are in favour of perfect freedom. The 
action of the commnnity ought to regulate the matter. 
There would be no dnnger, under such a system, of 
the country being flooded with bank-notes. No over- 
issues have ever taken place in Scotland, where the 
right of issue was fully established for a century and 
a half. For a bank to make over-issues is simply 
to spoil its own trad& Every bank desires to lend 
its money upon the highest terms it can get Who 
ever heard of a mercantile company selling its goods 
too cheap? and why should it be otherwise with banks 
of issue 1 Moreover, English banks now set compara^ 
tivcly little value upon their note-issues.* These issues 
form but a very smaU portion of a bank's business ; 

* Aa in EngUnd tliera are do Dotea of len yilao ihta £H, cheqne* 
in ordinuy ciionmatMicM tuiaver ftll the porpoBM of bftok-iioUa. 
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and it is only in exceptional times that there would be 
any call for an extension of them. But it is precisely 
at these times that such issues hecome of immense im- 
portance to the coomiunity. It is precisely because 
there is no means of meeting these exceptional cases, 
under the present system, that our disasters are so 
frequent. Let banks be firee to issue notes when a 
demand for them arises. Our monetary system has 
been deprived of its natural elasticity. It can ex- 
pand, it is true, when nobody wants it to expand; 
but it also contracts at the very time when con- 
traction is iatal It is no longer elastic, — it no 
longer answers to the demands made upon it; and 
in lieu thereof it is snbjected to rigid expansions 
and contractions which have no more to do with the 
requirements of the public than with the changes of 
the moon. The wants of tiie community necessarily 
finctuate at intervals ; but there is no provision to 
meet those fluctuations. On the contrary, the means 
of remedy which formerly existed have been taken 
away by Act of Parliament Serious as the difficulty 
is in its consequences, it is purely artificial in its ori- 
gin. It is simply owing to a l^;islatire enactment, 
which was passed uuder misapprehension, and the 
practical working of which has wholly falsified the 
intentions of its well- meaning fiamers. 

The period is approacliii^ when the whole question 
of banking and currency will, doubtless, be discussed 
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EULev. And the great point to be desired is, that the 
HI8T0BIDAI. monetary system of the country be then 
""■^- freed ijfom the influence of basdess theories 
and revised by the light of ^lat best of teachers — 
practical experience. 

There were errors (of monopoly) in the monetary 
legislation of England previous to 1844; and since 
then there have been still greater l^islative errors 
affecting the whole kingdom. Passing over the ciisia 
in 1696, when the Bank of England was struggling 
with the difficulties natural to a new establishment, 
and when a too hasty calling in of the metallic money 
of the country for the purpose of re-coinage produced 
a crisis of a peculiar kind not likely to recur, — we 
find that the diificulties which arose under the old 
system were of three kinds. There was, first, the par^ 
tial loss of Mtii in the Bank, which produced a mn 
upon it in 1745, when both the dynasty and the form 
of Govenunent were imperilled by the rebellion in 
favour of the House of Stuart. That crisis in the 
Bank's history was not due in any d^ree to the 
currency-system. Secondly, and posterior to that 
crisis, difficulties were occasionally experienced in 
conse^nence of the multiplication of private banks of 
issue, — some of which were improperly conducted, and 
many of which were deficient in the amount of capital 
requisite for safe banking. This defect was mainly, 
if not wholly, due to legislatioiu It was the neces- 
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sary consequence of the monopoly conferred upon 
the Bank of England, which forbade the formation 
of joint-stock banke, such as (under the free eystem) 
■were successfully established in Scotland. Thirdly, 
there was the mistaken policy of the Bank in reduc- 
ing its discounts and the amount of the currency 
at times when u drain of specie for export took place. 
This was the chief cause of the crises of 1793, 1795, 
and 1826. This contraction of discounts in 1793 and 
1795 was condemned even by the Bullion Committee 
of 1810; nevertheless, it was repeated in 1826 with 
the same results — ^namely, a general panic, and a run 
upon the Bank. We say, deliberately, that each and 
all of these three crises might have been obviated, or 
at least greatly lessened in severity, if the Bank had 
not adopted the mistaken policy of reducing its dis- 
counts and the amount of the currency. And each 
and all of these crises were at once terminated as 
soon as the Bank reversed its policy, and began to 
discount as before. 

Since 1844 new elements of difBculty have been 
imported into our currency-system. By nullifying 
nearly seven millions of gold, the Bank Act produces 
artificial crises, — crises which would not arise at all if 
the Bank had the use of these seven millions of specie ; 
and also, in consequence of the same arrangement, the 
rate of discount, and with it the rate of usage through- 
out the country, has been artificially enhanced. Moie- 
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over, under the Act of 1844, our meoflure of value hBB 
been vitiated, and now fluctuates to and &o in a manner 
that baffles all calculation. And finally, the rights of 
the community have been violated by the prohibi- 
tion against the establishment of nev banks of issue, 
— and by the monopoly thereby conferred upon exist- 
ing banks of issue, and especially upon the Bank of 
Ei^^land, in whose fovour this restrictive policy was 
purposely framed. 

Profiting by the lessons of experience, it is time that 
our monetary system were now &eed Irom the diEBcul- 
ties and defects which, whether under the 
old system or the new, have beset it It is 
to be hoped that the Directors of the Bank of England, 
and of all our banks of issue, will now see clearly that 
to contract their discounts in a time of monetary diffi- 
culty is the very way to aggravate the crisis and pro- 
duce a panic. If the facts which we have adduced on 
this point, in various parts of this volume, do not de- 
monstrate this truth, we know not what demonstration 
ia As to the rest, the country's difficulties arise wholly 
from l^iislation. The multiplication of private banks 
undei' the old system was owing to this cause; and 
' the difficulties which arise imder the new system from 
the inadequacy of our currency-system to meet tem- 
porary fluctimtions in tlie requirements of the public, 
are likewise wholly due to l^islative enactment So 
also is the absurd nullification of nearly seven mil* 
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lions of gold in the Bank of Ei^land. A difficulty 
occasioned by legialation is of sU otKers the moat 
easily remedied. And it is time the lemedy were 
applied. Our currency'System aaghi to be remo- 
delled in such & way as to remove the embai^ 
on these seven millions, and restore the Bank of 
England to its full freedom. We must also restore to 
the community the right of &eedom of issues, — ^but in 
a better fona than under the old system ; namely, by 
allowing any joint-stock bank to issue its own notes, 
if the pubhc desires to have them. Let freedom be 
the order of the day — ^iu banking aa in all the other 
departments of business. Z^eave the banks and the 
conmiumty free to act for themselves, and tJree- 
fouiths of our preseut difficulties will at once be at 
an end. In banking, as in other matters, let ns have 
done with monopoly, — let us have an end of legislar 
lative interference and fetters. The community best 
knows its own wants. Let it act for itsel£ And 
then, rely upon it, it will soon find a remedy for the 
evils which, under a well-meant but most mistaken 
legislation, have of late years pressed upon the coun- 
try so heavily. 

"We do not want " cheap " money any more than we 

want dear money. .Our views may be summed up in 

a few words. We desire that there should 

he no waste of the national capital, and 

no artificial calamities infiicted upon trade by Act of 
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Parliament We desire that the loanahle value of 
capital should be regulated "by its normal causes — 
namely, the amount of the supply and the extent of 
the demand, — and not, as at present, by fluctuations 
in the instrument of exchange, which have been 
created by erroneous legislation. Finally, we desire 
that the national measure of value, in which all con- 
tracts are made, should be preserved. We maintain 
that the State has no right, by means of legislation 
and of the monopoly which it has conferred upon one 
great bank of issue, to subject the measure of value to 
variations amounting at times to one-third or one- 
fourth, — variations which periodically rob industiy 
of its legitimate profits, which subject commerce to 
"tremendous sacrifices," and which throw thousands 
and tens of thousands of our working-classes out of 
employment 

We object to the nullification of seven millions of 
gold in the Bank of England, because it is not only an 
uncalled-for waste of capital, but, still more, because, 
owing to our currency-laws, it is a means of arti- 
ficially enhancing the rate of usii^e throughout the 
country. And we object to the prohibition (gainst 
banks issuing their own notes, as a violation of com- 
mercial and industrial freedom, — as an interference 
with the legitimate rights alike of the banks and of 
the community. We object to the existing legislation 
as a whole, because it establishes a system of mono- 
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poly vicious in principle and injurious in its working. 
And we object also to that l^;i8lation in its details, 
which have been so erroneously framed that they inflict 
upon the community evils which the iramers of the 
Bank Act never contemplat«d, and which might to a 
great extent have been avoided, even though the evil 
principle of monopoly were maintained. 

England is at present the opprobrium of the world 
in the matter of monetary convulsions. Our country 
j^P,„ suffers greater and more frequent disasters 
BOMDAoc ffom this cause than any other. "We suffer 
more than America, — reckless and impetuous as is 
the temper of the people there. We suffer more than 
all Europe put together. England is the peculiu' seat 
of monetary crises ; and we have told the reason why. 
As ingenious as the Btyi/s own Book, which shows 
how to make artificial earthquakes and volcanoes 
by burying a fulminatii^ mixture which in due 
time explodes — oui l^islators have imparted to our 
currency a volcanic organism, the alternate expan- 
sions and contractions of which periodically shake 
down our fabric of Trade and strew the country with 
rains. Surely it is time to mend this. Again and 
again have the commercial classes been subjected to 
" tremendous sacrifices" by the working of the present 
system. Again and again has Trade been prostrated, 
paralysed; and again and again have the working- 
classes, owing to this cause, been deprived of their 
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metms of support, — have been willing to work, and 
yet conld get no work. Thousands, whose only eapitaL 
is their labour — whose only wealth is in the work of 
their handa — Buffer during those artificial monetary 
crises as much, in proportion, as the wealthy merchant 
who has oai^oes on ereiy sea. And at this moment 
— as if the evil of the cotton-dearth were not enough 
— onr great seats of industry are paralysed anew. As 
we now write, there is many a tireless home, and many 
a starving family, in Lancashire, simply because seven 
millions of gold lie useless in the Bank of England, 
and because oui whole banking system is cramped by 
a policy of monopoly and restriction.* England, which 

* In ooDaequenoe of tile depreoaiom of the cottoa-mAiket, eanaedbj 
the rise m the Bank'rate, npmtrda of ft hundred mMinfMtumn, em- 
ploying more UuD 20,000 oper&tiTea, have already beeo foioed to 
■oipeod payment. And Out repreeente only a nnall portion of the 
increased dutreoe which prevaila in the mannfactniing diatricta ; 
becmue many of the employen who renuun Mlvait have closed 
their milla, or put their workpeople npon dioit time. At {Hveent 
(Nov. 8) the Qomber of cottou-operativea ont of work in neatly 
twice aa gieat as it «m at the end of July (when the rise of the 
Bank-rate began), and the number of operatives npon efaort time 
has more than doubled. The following table shows the number of 
operatives on ihort time, and ont of wo^ in the last week of each 
month, — and also the obange* of the Bai>k-rate ; — 

Short timt. Ont of Woiii. Buik-nls nlMd to 

July, 67,660 101, S68 Tpercent on Jnly25 

August, 59,074 102,090 9 „ Aug. 4 

September, 10^047 136,821 „ Sept 8 

October, ]2fi,296 ]n,{>68 S 

Thus, during the three months in which the Bank-rate haa been 
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boasts of her freedom of trade, and of &ee popular 
action in all matters — which boasts that she is a self- 
governing conutay, in which Industry thrives un- 
shackled hj I^islation — ^nererthelesB has thrown over 

raised from 6 to 9 per cent, ftbont a hundred manatactnrers have 
been forced to siupeiid, — 66,000 operatives luive beeo pisoed upon 
abort time, — and 70,000 more have been tbrown entirely out of 
work. Neariy the whole ot thia increaae of the L«ncaahire diatreu 
has taken phwe during the laat two months, when the Bank-rate 
has rtood at the minimum of 9 per cent. 

The operation of the Bank-iste in prodncing thin lamentable 
increaee of distreBB in the manufacturing districts is shown by the 
following comparison of the prioea of cotton in the eeoond week of 
Angnet with those at the b^iinniog of the present month We take 
the prices from the Commercial List given in the BcoTiomiit of 
Ai^^ 13 and Nov. B : — 





Aug. 13. 


Sot. (. 


Dei«d«tlon. 


SeaLdaod, 


44d. 


*ld. 


T per cent. 


Uidand, . 


30<L 


23d. 


23 


Molrik, . 


Mid. 


23id. 


S3 „ 


New Orleans, 


30Jd. 


23id. 


23 „ 




2Sld. 


21d. 


24 „ 


West Indian, 


29d. 


22d. 


24i ., 


BuHrt, 


19d. 


13d. 


31* „ 


Bengal, . 


ISd. 


eid. 


«i „ 



As is generally known, the price ot "middling Orleans" regu- 
lates the cotton-market ; and hence the fall of prices (as shown in 
the table) between the middle of August and the beginning of No- 
vember has been 23 per cent. And this is a minimum estimate. 
So that eveiy cotton importer or manofacturer, besides having to 
pay S per oent. of discount on his bills, baa seen his stock of goods 
rednoed in valae to the artent of nearly one-fourth. It is estimated 
that the stock of cotton goods baa in this way been reduced in value 
to the amoont of £8,000,000. And as long as the Bank-rate is main- 
tained at 9 per cent, the depraoiatioa will continue to increase, and 
with it the number of bankrapfanes, and of operativeB thrown out 
of employment. 
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all that trade, over every brancli of her manifold 
industry, the meshes of a golden net, which envelops 
and fetters, and periodically strangles the industrions 
classes, robbing Labour of ite wages and Commerce of 
its profits. 

Trade has been set free in each separate branch; 
but over it all there has been established a virtual 
coHPLETi Despotism — a monopoly which weighs 
FRKc TBiDB, upou and fetters every part of the national 
industry, and which at times confiscates its gains to 
an extent which no autocrat would venture upon. 
Who is the Minister who will undo these fetters t 
Which of our statesmen will complete the work of 
Free-trade, by annulling the artificial restrictions and 
the injurious monopoly which weigh upon our na- 
tional industry as a whole ? It is a great work that 
has yet to be done, — but it is a simple one, and 
one also which would entail no loss upon the State. 
All that is needed is to abolish legislative restrictions 
which ought never to have been imposed. AU that 
is needed is to leave to the community freedom of 
action in this matter as in others. When a community 
is left free to act for itself, the Qovemment at least is 
DO longer chargeable with responsibility. But in the 
present case, it is the very legislation of the Govern- 
ment that has done the mischief All that is needed 
is to annul that legislation, and leave the community 
to attend to its own interests. 
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We trust, then, that the time is not distant \rhen 
some one of our leading statesmen will take in hand 
this great hut simple work, — ^will undo the legislation 
which produces a waste of the national capital, which 
vitiates our measure of value, which perpetuates a 
system of restrictioD and monopoly, and which ever 
and anon sacrifices Trade and impoverishes the work- 
ing-classes. AH that is to be desired is, that such a 
statesman should act in the spirit of the late Sit 
Bohert Feel, and seek to ensure, as f^ as Illation 
can, to lAbouT its wages, and to Commerce its legiti- 
mate profits. 
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When Cicesns made a display of all hia treasores and 
good foituue to Solon, the Athenian sage is said to 
have hastened his deportore from the Lydian Court, 
feeling assnred that such great and uninterrnpted pros- 
perity would ere long be overtaken by disaster. If 
Solon, or some otiier ancient Greek, were amongst us 
at present, he would probably experience a similar 
foreboding.* The gods, in old times, were thought to 
be jealous of the unbroken prosperity of mortals ; and 
it was r^arded as a tempting of the gods when men 
thus happily circumstanced openly boasted of their 
good fortune. England is not only remarkably pros- 
perous, but we all boast loudly of our prosperity. 
The Ministers of the Crown lead the jubilant chorus 
of self-congratulatioa Doubtless they are desirous 
to make \is foiget the political humiliation to which 
England has been subjected under tiielr rule, by extol- 

* ThU eipositdoD of the itate of our Trade ww written in Sap- 
tember, and it appean unadTisabls to alter the text of it, as the 
■abaeqtteut change* have been allnded to in the preceding chapter. 
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ling in an unuBual manner our material prosperity. 
But the jubilant spirit has become infections ; and 
amid the lull of politics, and the stillness of the Par- 
liamentary recess, the only voices which catch the ear 
are those which are uplifted in praise and admiration 
of the wonderful increase of our trade and commerce. 

As we listen, in our study, to this apotheosis of 
Trade, our tight little island seems to rise into the shape 
and proportionB of a magnificent Temple, thronged with 
busy crowds swarming out and in, — makiiig ample use 
of the sanctuary, but seldom even touching their hat, 
as they pass, to the golden statue of the goddess For- 
tnna which stands in the midst. There they are cease- 
lessly storing up the wealth that flows to them from 
the rest of the world Men in strange climes, and in 
strange dresses, and speaking all manner of tongues, 
are seen preparing produce and luzmies of aU kinds 
for the Temple, which flow thither in long streams 
across both land and sea. And still the work of stor- 
ing goes on : gold, silver, and all precious things, the 
delights of life, the cream of the earth's good things, 
accumulate higher and higher in the chambers of the 
temple. And ever and anon, as the recorders announce 
the increasing tale, there rises a great shout trom the 
busy throng, which sounds in our ears like that which 
St Paul heard of old when the people cried out with 
one voice, "Great is Diana of the Ephesians, whom the 
world worshippeth 1" 
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It is a temarkable position which England occapiea 
in the world. A little spot amidst the northern seas 
mnrLczMcm almost invisible to the schoolboy as he 
OS IB* WORLD, seeks for it on his globe, and which inad- 
vertently he may hide with his finger-point aa be tarns 
round the coloured sphere, the British Isles are never- 
tlieless the heart of the world, the centre to which the 
thoi^hts and acts of men most generally tend, and to 
and from which the streams of material life are ever 
flowing. If we draw on a map the great lines of com- 
merce, we will see what a large proportion of them 
conTet;ge to onr shores. It was once a proverb that 
" all roads lead to Borne ; " and England, commercially, 
now holds in the world at large the same predomi- 
nant position which the Eternal City held in the lesser 
area of the Roman empir& Our country is the chief 
goal of the highways of commerce. Caravans, with 
their long strings of laden camels and horses, are 
ceaselessly crossing the plains and deserts of Asia, — 
railway-trains, drawn by the rapid fire-car, rush across 
Europe and America with their &eight of goods, — and 
ships in thousands bring to as from all parte of the 
world the staple supplies of onr food and industry. 

The san never sets on tite dominions of England : 
in one part or other of the globe his rays still shine 
on the red-CTOss banner of St George. Bnt is not Eng- 
land herself a sun — diffusing civilisation, while adding 
to the material comforts of mankind ? She furnishes 
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employmeat to tens of millions of people in the utter- 
most parts of the earth. The Chinaman in his tea- 
plantations and mulbeny-gardens — the Hindoo in bis 
rice and cotton fields — the poor Indian miner on the 
Andes — the Gaucho as he follows his herds on the 
Pampas, — even the Negro of Africa, and the native of 
the far and fair islands of the Pacific — are stirred to 
industry and kept in comfort by the employment 
which we in our little island give to them. If— as 
has been in the aeons of the Past — the British Isles 
were to sink slowly tmtil they were submerged beneath 
the surrounding seas, their disappearance would be 
like the setting of a sun, and the world of commerce 
would suffer an eclipse. Why, then, should we not 
boast of our Trade, seeing that it not only increases 
our wealth, but confers benefits on mankind at large ? 
True, commerce does not always appear as a ben&- 
iactor. With equal indifference we send forth the 
clothing which preserves, and the arms which destroy, 
Ufei We not only give employment, but we occasion 
and facilitate wars. Our skill is as conspicuous in the 
manufacture of the enginery of war as in the fabrics 
and machinery of peace. True, also, we fight for 
markets. If a people will not accept the blessings of 
trade, we force them upon them at the point of tlte 
bayonet, or at the mouth of the cannon. This is in- 
defensible, — it is a reproach to civilisation ; but it is 
natural. There ia no unmixed good — but evil itself 



fbyCoOglc 



374 DUE TRADE. 

ia made to develop good. The action of self-interefit 
baa been made by Providence the regtdatiiig force of 
htunan progress; and self-interest — low motive as it 
may seem to those who fancy they could have made 
the world better than its Maker has done — when 
rightly understood, through experience of life, ever 
propels us in the end towards the good. 

The first result of the contact of civilisation with 
barbarism is uniformly war. Yet slowly and surely 
Peace is winning her triumphs. Broader and broader 
expands ^ the area of commerce — wider and wider 
extends civilisation, — and more and more prevail the 
doctrines of peace and the principle of international 
brotherhood. The ElysiEin time, the golden age of the 
world, when there shall be universal peace, is too far 
ofT to be discernible at the present day. Wars pro- 
liably will never cease out of the earth. Like the 
poor, they will be always with us. Nevertheless they 
will grow fewer and milder. The heart of the world 
will rest at peace, and wars will only &inge its borders 
— ^in the outlying countries not yet brought within the 
pale. And in effecting this happy chai^, the influ- 
ence of commerce — the operationa of self-interest — 
will accomplish more than all the moralising of sages 
or the preachings of philanthropy. Have we not felt, 
during this present year, how firmly the golden meshes 
of trade have wound themselves round the heart of the 
nation ? Unfelt, unnoticed, in ordinary times, it is 
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only when EnglaDd raises her right arm in anger to 
strike that she becomes sensible of the golden mesbee 
that have slowly encircled her. We ara bound over to 
peace by chains which are not unpleasant to ns. This, 
too, may have its bad aide, — ^bat that is a question 
beyond our subject Let it suffice that other nations 
also, our neighbouig and rivals, are gradually coming 
into the same golden bondage, and that the more potent 
that bondage becomes, the less need will there be for 
" a policeman" In Europe. 

We send forth the material comforts of civilisation, 
and we rouse to industry and give employment to 
millions of human beings who would otherwise stag- 
nate or starve. But, more valuable thtm all the rest, 
we export men also— oar own countrymen. Led by 
the potent agency of self-interest, they invade the 
solitudes and attack the barbarism of the world, — 
peopling with a higher race the waste places, and, as 
conquerors or masters, leading the natives of other 
countries into a higher life than they could have 
reached of themselves. A new race has repeopled 
America, — a new population has grown up in Aus- 
tralia, — as lords of India, we are rejuvenating the effete 
world of the East, — a kindred destiny awaits the 
gigantic empire of China, — and soon Egypt, Syria, Asia 
Minor, and the African shores of the Mediterranean 
will likewise come imder European tutelage. 

Where conunerce goes, influence follows. And the 
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commerce of England is gradually overspreadlDg the 
world. It wideDs and pours along like a rising flood, 
— whose outer edges indeed aie gross with sand, and 
whose waves as they advance sweep away much and 
devastate not a little, but which nevertheless enrich 
the soil and produce new and better forms of fertility, 
making the world moie beautiful and man more happy. 
In the old theology of Forsia, the disciples of the Good 
Spirit, Ormnzd, were bound to wage ceaseless war with 
the works of the evil Ahriman, — not only t^ crusading 
against alien religions, but by warring against all that 
obstructs the beauty and fertility of the earth. To 
keep clear and pure the water-courses, to plant fruit- 
trees, to extirpate weeds, to extend cultivation — these 
were parts of that old religion, and were r^arded as 
not the least worthy service which man could render 
to his Maker. We no longer call such acts rel^ion : 
yet is it not a carrying out the beneficent work of Pro- 
vidence in the world, — a work which is left to hnman 
hands to accomplish — which must be done by man or 
not at all ? And thus Trade has a religion of a very 
practical kind — ^invisible in and unfelt by her votaries, 
yet appearing in the result of their labours, and 
aiding most powerfully the onward progress of the 
world. 

We are pre-eminently a trading nation, and the dry 
figures of the Board of Trade returns are the index of 
our commercial prosperity. They are tiie most pal- 
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pable sign of our material greatness. Like the Nilo- 
meter -which has stood for agea in I^pt, recording 
ODH HiLo- upon its column the height of the annual 
"**■"■ inundatioa which i^ulates the prosperity 
of the land of Misraim, these returns show the ebb and 
flow of trade which regulate the profits of our mer- 
chants and the employment of our people. As the 
Nile on each overflow deposits a new layer of allu- 
vium, increasing the soO, the parent of future crops, — 
so each annual rise of our commerce brings a deposit 
of profits, an addition to the capital and productive 
power of the country. The ebbs shown iu the returns 
mark the bad years, while the increase is a sure sign 
of contemporaneous comfort and prosperity. Happily 
the ebbs are but occasional, while tbe increase in the 
main is steady and astonishingly great It is marvellous 
to mark the increase of British commerce in recent 
times, especially from the epoch when the discoveiy 
of the gold-mines of California and Australia began 
to add new and immense supplies to the metallic 
curremy of the world. We desire to eschew tables 
of figures, but in this case we make an exception. 
The subjoined column represents the Nilometer of the 
British Isles, and records upon its face the steady 
rise, with occasional ebbs, of the stream of trade 
which annually enriches our country. The exports 
and imports are given in round numbers, and the 
figures represent millions sterling : — 
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This year oui e:q>orta are likely to amonnt to 160 
millioiiB sterliDg, and our imports to 270. Between 
1839 and 1849 our trade increased rather more than 
25 per cent ; bat in the next ten years, aided by the 

* Prariont to 1854, the official returns ore of no um u show- 
ing the real value of our Imports; for the scale of prices by 
which the official value waa delemiiDed wm fixed so far back as 
1696. and hu long ceased to repreMot tiie trae value of the 
article*. But the official value serves to show the fluctuations iu 
quatUUg. And as for several ;eat8 after 1364, both the "official" 
and the "real" value of the Imports waa published, we are 
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gold-discoveries, it increased 100 pei ceat. During 
the last twenty-five years our trade has trebled in 
amount, — the exports having risen from S2 millioos 
to 160 millions, and our imports fnym 86 millions to 
about 270. 

The increase of our national wealth arises in the 
main from three different sources. It arises (1) from 
OUR BmrRcn ^^ increase in the produce of our soil and 
o» wEiLtH. Qijj joetg (i_g_^ grain, animals, weaving ma- 
terials, and fruits, and of coal, iron, and other metals), 
or from a diminution in the cost of production thereof ; 
(2) ftom an increase in the amount of foreign goods 
which we manufacture and export, or in a diminished 
coat in the manufacture of them ; and (3) from a pro- 
fitable investment of our spare capital in the construc- 
tion of railways and suchlike enterprises abroad. 

The Economist reckons that our annual savings 
amount to £130,000,000, and the lowest computation 
is £100,000,000. The contribution made to the in- 
come of the country by the profits on our foreign 
trade are rapidly on the increasa It is true, the re- 
turns of our export trade do not indicate with accu- 
racy the amount of profits arising from it. There may 

eD4bled to obserre the diSereuce between theM (the real vtlae 
being about 2-7th> greater thoo t)ia official) ; and bj applying tbis 
ratio to tbe retiinu for the fourteen jean previous to 1S64, we have 
preeeuted (in the prefixed table) our Intporta for these years at their 
real value — or at least aa approximatioii to it sufficiently oarrect 
f or our purpoee. 
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be over-production, causing a glut in the foreign mar- 
kets, and consequently a fall of prices, and less profit 
to our exporting merchants. Such was the case in 
1860, — althou^ by good-luck, it was quickly righted 
by the dearth of cotton goods that followed. It is 
also to be noted, that during the last two and a half 
years, the profits of our exporting manufacturers have 
not been in the same proportion to the value of goods 
ezpori«d as formerly. The great increase in the cost 
of the raw materials must be taken into account It 
is only upon the manufacture of these materials that 
we derive a profit ; and as the declared value of our 
exports includes the cost of the raw material, as well 
as the cost and profit of manufacture, it is obvious 
that when tbe raw material rises in price, the propor- 
tion of our profits to the total value of the goods ex- 
ported becomes reduced. Cotton is now fourfold the 
price it was in 1860 ; so that, although the value of 
exported cotton goods last year was only 10 per cent 
less than in 1860, the diminution in the profito of our 
manufacturers must greatly exceed this proportion. 
The quantUy of the goods exported is a better criterion 
of the profits of our manufacturers than tiie value of 
Uie goods, — the value being largely affected by fluc- 
tuations in the cost of the raw material It is the 
quantity of their manufacture (in other words, the 
amount of work which they get to do) that chiefly 
regulates the profits of the miUowners ; and, we need 
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hardly say, it is likewise the quantity of our manu- 
factures which indicates the amount of employment 
fnmished to oui people. Although the value of cotton 
exports this year promises even to exceed that of 
1860, neither the profits of oui manufacturers, noi 
the amount of employment for our operatives, will 
be nearly ao great as they were four years ago. 

Let us analyse the Board of Trade returns, and show 
in detail of what our trafBc with foreign countries 
consists. 

The Imports are what wa bny, — ^the Exports are 
what we sell Of our Imports last year, two-fifths 
(103 millions) consisted of materialB for 
our manufactures : of which amount fully 
one-half consisted of cotton, and rather less than one- 
h^f of wool, silk, flax, and hemp, hides, oil and tal- 
low, metals, indigo, and saltpetre. The other great 
branch of oar imports consists of food and stimnlants, 
or luxuries, for the subsistence of our people, and 
forms nearly one-third (75 millions] of our whole im- 
ports. Of this amount one-half consists of the neces- 
saries of life, — grain and flour, bacon, butter, cheese, 
and rice ; the other half of what may be called luxu- 
ries, — sugar, tea, coffee, wine and spirits, tobacco, and 
&uit. The remaining portion of our imports consists 
of wood, for house and ship buildii^ and furniture, 
manufoctured articles of dress, &c. We import twice 
as much cotton as.com, and twice as much com as wool. 
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Next as to Exports. Of the goods which we sold 
to othei countries last year, fully two-thirds (100 
millions) consisted of aiticleB manuiac- 
tared by na out of loreigD materials, — the 
cotton goods alone amonntdng in value to 47} mil- 
liona ; and less than one-third of materials of our own 
production (raw or manufactured), chiefly metals and 
coal Cotton goods form the largest portion of our 
exports, and next to tiiem metals and metal goods, — 
the former constituting one-third, and the latter one- 
fouith, of the whole of onr exports. We export twice 
as much cotton as wooUen goods, and twice as much 
woollen as linen. The total value of tite metals and 
metal goods exported last year was 33 millions ; but 
we cannot claim all this as the produce of our own 
mines, seeing that we imported four millions' worth 
of metAls (chiefly copper) from other countries. 

As we import about ninety millions' worth of cot- 
ton, wool, silk, flax, hemp, and hides, while we only 
ODH ooir- export articles manufalctured from these ms^ 
acMmon. jerialfl to an equal value, — and as the value 
of the manufiictnred article may (even with the pre- 
sent high prices of the raw material) be stated at 
almost double that of the raw material, — ^we may 
infer that nearly one-half of these textile imports are 
employed for our own ose — consumed in the manu> 
facture of clothing for our own peojde. If this be 
correct, about 40 miUions' worth of the textile fabrics 
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imported are required by oa for clothing. Thus, in 
addition to the prodnce of our own country, we im- 
port 75 milEoiu' worth of food, and 40 miUions' 
worth of the raw niateriala of clothing ; besides nearly 
20 millions' worth of other goods, consisting of arti- 
cles of dress and for household use, and wood for 
building and fnmiture. In all, 135 miUious' worth 
of foreign goods are consumed by its annually, simply 
in maintaining our present highly comfortable exist- 
ence.* 

The two largest items in our imports — namely, 
cotton and com — are also the most variable, alike as 

* The [ollawing if a list of the <^ef artiole* imported and 
eiported by this ooontiy in 1663, anauged under descriptive 
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regards quantity and price. The variationa of the one 
are due to natural, and of the other to political causes. 
The state of the weather, the favourable or 
unfavourable nature of the season, detei- 
mines whether our harvest is a good or bad one; 
and the difTerence in value between a very good 
and a veiy bad harvest is at least twenty millions 
sterlii^. In other words, in a very bad year we 
have to buy of our neighbours twenty millions more 
com than when our harvest is decidedly good. This 
makes an enormous difference in the national bal- 
ance-sheet. The outlay of the fiinner is the same in 
a bad year as in a good one ; the expenses of cultiva- 
tion are a fixed charge, but the return depends on the 
skies and the weather. A very fine summer is worth 
twenty millions in hard cash to this country, besides 
the many other less direct benefits which it brings. 
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Father Sol is a very potent deity, whose favours we 
cannot afford to alight His rays are a veritable shower 
of gold. He is fickle, it is true, though not quite so 
fickle as of yore ; end we may hope for some slight 
improvement still, when by draining and planting or 
clearing we have rendered aur Isles a more pleasant 
spot for him to look upon. Of late years the variations 
in the amount of com imported have been unusually 
great. In 1859 the amount imported was not quite 
£18,000,000 ; in the two following years it rose to 31^ 
and 34f millions ; in 1862 to 37| millions — more than 
double what it was in '59 ; last year it was £26,000,000, 
and this year it promises to be as much * 

The variations in the import of cotton during the 
same years have been still more remarkable Indeed 
the changes connected with the late cotton- 
crisis are the most astounding of their kind 
that could well be imagined. A civil war in America 
suddenly sealed up the r^on from which we derived 
five-sixths of our supply of cotton; by fiir the most 
important branch of our manufacturing industry was 
smitten with paralysis; a large portion of the cloth- 

" The grwit increaae which lui taken place of Ut« yewt in our 
dependence upon foreign ccmntrieB for com, ia ihovn by the fol- 
lowing facta given in a recent Farliautentary retam of oar importi 
of gnia, flour, and meal, for the hut twenty-three years. In the 
ten yean 1841-60, the quantity averaged 6,S10,470 quaiten a-year; 
in the tenyean 1851-60,9,629,425 quarters; since then it has been 
largerthanwaa«VGrlu]ownbefore— namely, in 1861, ie,094,914quar- 
ten; in 1862, 18,441,791 quarter*; and in 186% IQ,3R2,3e» qnarten. 

2b 
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ing of mantiad became Baddenlj very scarce and 
detu; ; and a great alteration took place in the chan- 
nels of commerce. The old cotton-fields being blocked 
np, new areas of cnltivatiou were opened, Insteed of 
drawing our suppUes &om, and sending oui money 
to, the West, we have been drawing our cotton &om, 
and sending our. money to, the East. India, "Egypt, 
and Turkey are now fertUieed by the golden stream 
which previously poured into the United States. 

We need not speak of the manner in which the 
great calamity of the cotton &mine ha£ been borne by 
THE ooTTOB *^ couutTy, We need not describe the 
DEiMH. admirable patience of the suffering opera- 
tives, nor the m^uiEcent charity displayed by the 
nation at laige on their bebal£ But it may truly be 
said that ihe manner in which the calamity has been 
met and surmounted has astonished even ourselves. 
A branch of industry which employs half-a-million of 
operatives, and whose products constitute one-third of 
our export trade * was^euddenly paralysed ; yet the 
general prosperity of the country hardly experienced 
a check, and already our export trade is rushing ahead 
again at its former rate of increase. Let any one study 

* Mr Arnold, in hii Hialory nf the Cotton Famine, itatea that . 
io 1860, the atumt mirtASu at the cotton-trade, there were 26S0 
foctorieB, worked by About 440,000 operatives, whose wage* 
unounted to £11,500,000 a-yev. And the opitaJ inveated in 
thij brtuicl) of onr mBDD&etoring indoatry was £65,000,000. 
This amoont, of eonne, U exolniiTe of the capital of the cottoa- 
mercluuiti who trade in the raw materiaL 
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the following brief statistics of oar cotton trade during 
the last fonr years, and he will discern how vast have 
been the changes ptodnced by the blockade of the 
American ports : — 

tmpmtti. Iten. ISCL IMt ISU- 

Qiuutitj, . . inrta., 12,416,086 11,223,078 1,878,333 e,67S,423 
Price. £36,7Se,esa £38,153,398 £Sl,OS^O^ £B6,Zrj,»Si 



The startling change in the channels of commerce is 
here visible at a glance. In 1860, the United 8tat«8 
sent UB five-sixths of onr supply of cotton, and now 
they send us next to none — only one^ixtieth of their 
former amount On the other hand, Qie rest of the 
world haa increased its rate of supply tenfold, — sending 
us 55} millions' worth of cotton, in place of the 5} 
which it sent in 1860. Another change which is 
strikingly shown in the above figures is that of price. 
Although the quantity of cotton imported fell from 
12^ million cwts. in 1860 to only ^ in 1862, the 
price which we paid for cotton in the latter year was 
almost as great as in the former. And last year, al- 
though the quantity imported was less than one-half 
what we ^nported in 1860, we paid upwards of one- 
half more for it ! * So enormous has been the increase 

* If we compare the pnaent prices with those in 18fi9 {the year 
before the exoeptional period of the cotton-trade began), we find 
the [oUowing rcenlts. First, m regwdf the raw materiaL In 1S69 
the average price of " middling Orleans " was Td. per lb. — this year 
the average hai been 2Sd.per lb.; or fonr times greater than before 
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in the price of cotton, caused by the dearth on the one 
hand, and on the other bj the general prosperity of 
the nations, which aeems* to admit of their bnyii^ 
cotton clothing &eely, even at nnQSoally high prices. 

Fecnliar circiimstaDces connected with the late cot- 
ton crisis have sufficed greatly to moderate its bad 
effects. In 1860 and beginnii^ of '61, the Southern 
States, seeing a blockade approaching, hurried oat 
every bale of cotton which they had on hand ; thia 
enonnons amount was as speedily worked up by our 
manufacturers ; and the consequence was, that a great 
glut ensued in the markets of the world.*f In ordi- 

the outb rea k of the civil war ia America. And m nganlt "fiur 
Dhollerah," the price per paaad hM dilul&rly iocreaaed — namely 
from Sid. to 2H± Secondly, aa regarda the maiiafactnred artide, 
iince 1SS9, the price of " 40*8 mole-yam " hta tiaen from 12} to 
33d. — or more than 2| times the price before the exceptional 
period began. And "61b. 4oz. abirting" haaincreaBedfromta.7d. 
to 21a. 2d. — i. f.. , nearly 2{ times. Aa the cost of mannfactoie re- 
nuuDt the aame aa before, the change in price ia occaaioned aimply 
by the Hm in the price of the nir materiaL And on this account 
the riae in the price of the finer kinds of manufactured gooda is 
leas than in the coaraer kinds, ^and in both of these ia less than 
in the rev materiaL 

* We say ' ' aeema, " because the Eastern markets u« atill heavy ; 
and althoi^ the old cheap atooka of 1860-61 have been cleared oS, 
it is doubtful how far the new and dear stocks will be taken into 
general consamptioo. 

+ The exports of cotton goods from this country during the last 
seven yeaia have been, in round numbers, aa follows :— 
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naiy circumataiices this glut would have produced a 
severe crisis in our cotton-trade, and extensive failures 
■would certainly have occurred. But, as events turned 
out, the over-production of 1860 proved s fortunate 
thiug for our manufacturers ; for a considerable portion 
of the goods manuiactured at low prices in that year, 
afterwards sold at very high prices in 1862-63. 

The cotton-trade is still in a transition state, and 
fresh changes will assuredly take place whenever 
peace is re-established in the United States. But these 
changes will be on the side of plenty ; and, however 
injurious they may perhaps be to India and the other 
cotton-fields recently opened, they cannot fail to be 
highly advantageous to this country. This at least 
ought to be the result. But any great fall in the 
value of the raw material, if it take place suddenly,* 
must have an injurious effect upon merchants or 
mauufacturers who have laid in a large stock at the 
present high prices. Moreover, it behoves our manu- 
facturers to bear in mind that a comparatively small 
amount of production when prices are at their present 
exorbitant height will produce a glut as certainly as a 
much larger production wiE do in ordinary times. An 

* We luTB no doubt that, whenerer the civil war in America 
cornea to »n end, » ciutomi-duty will be impoaed Dptm the ex- 
port of cotton, — which may be lo high as to yield a large retnm to 
the American Government, and yet allow of the Southern 8Ute« 
being again, what they need to be, the cheapeit market from which 
we can anpply ouiselvsi with cotton. 
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amoQiit of prodaction which may he healthy when 
prices are low, becomes ezcessive if carried on when 
prices are high. In 1860-61 the glut was caused by 
cotton goods being too plentifid ; but, let it be remem- 
bered, a similar glut may be produced simply from the 
goods being too dear. In 1860-61, the quantity of 
goods manufactured was greater than people required, 
— now, we fear, the price of the goods is greater 
than our customers at large can aflbrd to pay. 

Let us now see the kind of produce which each 
country sends us, and the commodities which each 
OUR ODB- takes from us. China sends raw silk and 
'"''""■ tea; India sends cotton, indigo, and rice. 
We get our spices &om the Philippine Islands, and 
almost all our coffee from Ceylon. We get a portion 
of our cotton from Egypt ; bides chiefly from the Pam- 
pas of Buenos Ayres ; wool chiefly from Australia and 
the Cape ; wood from the northern coimtries of Ame- 
rica and Europe ; flax and tallow from Bussia ; com 
chiefly iiom the United States and Eussia ; and the 
precious metals from Australia, California, Mexico, 
and the Andes of Peru. Of our exports, we send beer 
to India and Australia ; coal to many places to supply 
coaling-stations for steam-vessels, but chiefly to France. 
We send cotton-yam for manufacture to India, Hol- 
land, and Germany ; and cotton piece-goods to India 
and China, Turkey, Egypt, the United States, and 
Brazil Our hardwares and cutlery go chiefly to Ans- 
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tralia, India, and the United Statea ; and oni woollen 
and worsted goods to the United States, India and 
Cliina, Gennany, British North America, and Austra- 
lia. The material of war — cannon, rifles, and gun- 
powder — we send to any country which, unhappily 
for itself, may stand in need of them. 

As the amount of our imports shows, we am good 
customeis to the world at large. Having seen the kind 
of goods which each country takes from or sends to us, 
let us indicate the countries with which the greatest 
amount of our trade is carried on. Of the 349 millions' 
worth of goods which we imported last year, 841 came 
from our own possessions (t. «., our colonies and India) 
—from France, 24,— United States, ISJ,— Egypt, 16i, 
— Germany, ISJ, — China, 13, — Russia, 12^ millions. 
Thus our own poBsessions send ua fully one-third of 
our imports ; France, the United States, Egypt, Ger- 
many, and China, send rather more than another 
third ; and of the remaining 77^ millions, Russia and 
Holland send us fully 27 per cent Arabia and 
Persia figure lowest in the list In 1862, Persia sent 
na £5 worth of goods, — Arahia nothing; in 1863 
Arabia sent us £2 worth of goods, and Persia no- 
thing. Japan sends a million. 

The same countries which sell to us the greatest 
amount of goods are also (though not quite in the 
same order) those which buy from us the moat Of 
the 146 millions of our exports last year, our own pos- 
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sessions purchased 51 millioiiB' ■worth, — the United 
States, 15,— Germany, ISJ,— France, 8|,— Turkey (ex- 
clusive of Egypt), nearly 7, — and HoUand, 6^. Arabia 
and Persia again figure lowest in the list ; in some 
years taking nothing at all, in others a thousand 
pounds or so, — less than the amount of goods sent to 
our consuls and embassy. These two countries, doubt- 
less, take very little &om us ; but the infinitesimal 
appearance which they make in l^e Board of Trade 
returns is greatly owing to their want of good and 
accessible seaports, in consequence of 'which the goods 
which they take from us are conveyed to them over- 
land, and figure in the imports of other countries. 

Our own possessions, it wiU be seen, are as good 
customers to us in the buying as in the seUing. They 
ooB ^^^ f"^™ ^^ ft'lly one-third of our exports ; 

0OUIWIE8. tjjg United States, (Germany, France, Turkey, 
and Holland take another third; and the remaining 
third is taken in various proportions by ttie other 
oonntries of the world. These facta bring out in a 
very clear light the importance to us of our colonies 
and possessions. The whole cost of our colonies to 
the British exchequer is barely three and a quarter 
millions sterling, — of which sum about a million is 
absorbed by our military stations of Malta and Gib- 
raltar ; while India costs us nothing at all, and more- 
over furnishes a profitable sphere of action for our 
adventurous youth, who in due time bring home with 
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them their gains. India at present buys annually 20 
millions' worth of goods from us, and Auatralia 12^. 

We are the great carriers of the world. Thirty 
thousand ships sailing under the flag, or bearing the 
ooE BBips cargoes of England, says Mr Cobden, are 
AT SKA. gygj (jQ ^jjg sggg^ going and coming from 
all parts of the globe. The once solitary and nnnavi- 
gated surface of ocean is now whitened with the sails 
and tossed by the paddles of countless vessels. Not 
promiscuously do these white-winged ships dot the 
expanse of ocean, but following and crossing and 
meeting one another on regular highways, which men 
have fonnd, not made, on the deep. We make roads 
with vast labour on land, — we find them made for us 
at sea, in the great currents which wind through the 
deep, wid in the steady-blowing gales which traverse in 
similar fashion the realms of air. From the Thames, 
the Mersey, the Tyne, the Hamher, and the Clyde, 
argosies and commercial armadas are ever leaving, 
and jostle in our estuaries with similar squadrons 
making to port.* The shores of these estuaries, lined 
with miles of docks and building-yards, ring with the 
clang of hammers ; and vast ribs of wood and iron, 

* The unoont of the export trade from the twelve chief ports 
of the TJoited Kingdom in 1SG2 waa u fallows :— Liverpool, 
£50,297,135; London, £31,623,812; Hall, £11,916.375; Glasgow 
wd Greenock, £6,096,228; Southampton, £3,379,503; NewcuUe. 
£1,968,118; Leith, £1,298,099; Biirtol, £298,260 ; Co^ £132,130; 
Dublin, £48,777; Belfart, £4188. 
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curving npirards from still vaBter keels, ihow where 
leviathan vessels are being got Tead7 for their adven- 
torons career. Aa we watch the launch of these 
vessels, — stiE more as we see them setting off, with 
fnll-apread sails or smoking funnels, for all parts of 
the world — to China or the Cape, to the St Lawrence 
or La Plata, to the North Sea or the Mexican Gulf, or 
to double the wintiy promontoiy of Cape Horn on 
their way to the guano islands of Peru or the golden 
shores of California, — we think of icebei^ and sunken 
reefe, of typhoons and tornadoes, as well as of fair 
winds and sunny seas. All the year round, a cease- 
less stream of ocean-traffic is flowing to and from our 
shores. Last year 90,310 vessels with cargoes entered 
or left our ports, carrying on the foreign trade of the 
country.* Of this shipping, British and colonial 
vessels exceeded the foreign in number by one-fourth, 
and in tonnage (our ships being a half larger) by 
nearly two to one. 

In regard to the amount of British shipping, we 
find accurate information in the official roister. In 
the home trade,-f- employed on oar coasts in convey- 
ii^ goods and passengers &om port to port, we have 

* This Btetoment thorn clearly the vut amount of shipping 
employed in our trade ; but it is not » guide to the Dumber <^ 
*ep«nte shipi employed— leeing that many of them make double 
or treble Toyagei, and are entered anew each tune. 

f The "home trade" indndes our own ooaata, together with the 
porta between Bre«t and the mouth of the Elbe. 
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11,000 sailing-veasels, aTeraging 75 tons burden each, 
and employing 40,000 men ; besides 460 steam-ves- 
sela, averaging 240 tons burden each, and employing 
7000 men. Ei^aged psrtly in home and partly in 
foreign trade, wo have 1500 sailing-vessels, averaging 
160 tons each, and employing 10,000 men; besides 
90 steamers, averaging 330 tons burden, and employ- 
ing 1700 men. In the purely foreign trade, we have 
upwards of 7000 sailing-vessels, averaging 430 tons 
each, and employing 100,000 men ; also upwards of 
600 steam-ships, of the aven^ burden of 645 tons, 
and employing 20,000 men. Thus, in our home and 
foreign trade, taken t(^ether, we have fully 20,000 
ships, with a tonnage of 4^ millions, and employing 
175,000 men. Botb classes of onr ships, both steamers 
and sailing-vessels, are regularly increasing in num- 
bers, but much the greater ratio of increase is in the 
number of steamers. In both kinds ofvessels, too, there 
is a steady increase in size. Comparing the present 
amount of onr shipping with what it was in 1850, we 
find that we have eleven per cent more ships, forty- 
four per cent more tonnage, and fifteen per cent more 
men. Moreover, a great economy has of late been 
effected in the working of the vessels. Since 1850, 
there has been a reduction of one-fifth in the number of 
men required for a certain amount of tonnage ; so that 
our 175,000 seamen now work an amount of shipping 
which in 1850 woold have required 220,000 men. 
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The last feature of oar trade which remains to be 
noticed is the traffic in the precious metals. It is a 
TBI FBEcioca conovis, and at first sight a puzzling ona 

■ RAU. J(. Jg gg^ g^ IcBSt, tO thOSB WllO ^011^ ttat 

the receipt or export of the precions metals is an 
indication of a country's gains or losses. Gold and 
silver in laige quantities are constantly pouring into 
this country, and flying off again. The native coun- 
tries of the precious metals — Australia, Mexico, and 
California (through the United States) — send us a large 
portion of their annual produce ; and we send it off 
again, chiefly to Turkey, Egypt, and India. There is 
also a constant flux and reflux of the precious metals 
between England and the other countries of Europe, 
especially between this country and France. During 
the last five years we received 18 millions of gold 
and silver from France, and we sent thither nearly 40 
millions. But of the balance of 22 millions thus 
apparently acquired by France, a considerable portion 
simply took its way through that country, vid Mar- 
seUlea, to the East No less than 140^ millious ster- 
lit^ of the precious metals were imported into Eng- 
land during the last five years, and 138 millions were 
exported ; so that of the enormous quantity which 
we received, only two and a half millions remained 
with us. 

How was thisT What became of the 138 millions of 
gold and silver which no sooner reached our shores than 
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they went off again T We made the best possible use 
HOTEKSNTa of this bullion. We sent it abroad, chiefly 
OT Boujos. Jq purchase materials for our industry ; 
and the goods manvifactured from those materials we 
in turn sent abroad, selling them to other countries. 
Thus we send away our gold in order that we may make 
a profit on Uie materials which the gold pnichases. It 
is a fair exchange. The foreign country gets the 
value of its goods in gold, and we get the value of 
our gold in goods. But these goods, by being manu- 
iactured and re-exported, not only give employment 
to our people, but enable us to make a profit which 
we could not do by keeping the gold. 

There are some countries which export more goods 
and less bullion than they import; and there is 
another class of countries which r^ularly export less 
goods uid more bullion than they import. India is 
an example of the one class, — the gold and silver 
producing countries, Australia, California, and Mexico, 
of the oUier. The goods which we get from the 
former are taken from us by the latter ; the bullion 
which we get from the latter is taken from us by the 
former. Each exports what it best can spare ; and, 
dealing with both, we pay the one by sending to it 
the produce of the other. 

A drain of gold from any country may be occasioned 
simply by a change in the channels of trada For 
example, as long as we drew our cotton supplies frvm 
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the TJoited States, gold was hardly needed in the 

trade, becaase the United States took from 

so niDix ^ 

or oAiN MB goods of equal -ralue; wheieaa now, when 
we get our cotton &om India, ^^^ypt, and 
other countries which take less goods from us than 
we buy from them, we have to pay away a very lai^ 
amount of huUioa every year. Yet there is not a loss 
in the one case any more than in the other. The 
influx or e£Qux of bullion is no sign of a country's 
gain or loss. Australia is constantly sending away 
her gold, and is growing rich by the process. Her 
whole prosperity depends on her parting with the 
gold : it woold be the worst evil that could befall her 
if she were compelled to keep it As we have said, 
the annual savings of the United Kii^dom are reck- 
oned at the astounding sum of £130,000,000. What 
is there in the flow of bullion to show for tiiisl 
In one year our national wealth increases by a sum 
which is nearly equal to the whole amount of the 
precious metals which came to our shores during the 
last five years ; yet of that amount all t^t remained 
with us was only two millions and a half, — only equal 
to the amount of the gold and silver which in a single 
year we consume in ornaments and the arts. 

If the import and accumulation of the precious 
metals were a test of national progress in wealth, then 
India should he making greater gains every year 
than England and all Europe put together. But the 
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ebb and flow of the precioue metals is no indicataou 
whatever of the amoont of a nation's gains or loasea. 
It is an event which indicates nothing but itself, — 
namely, that payments in bullion are being made : 
and nothing can be predicated thete&om as to the 
relative condition of the sender or receiver. 

An influx of bullion may be equally a sign of gain 
or a aiga. of indebtedness. Suppose the GrOTemment 
of any country — say Russia — raises a foreign loan of 
ten or twenty milions ; then to that extent, or nearly 
so, the precious metals are drawn &om other countries 
and poured into Bussia. Is that any sign that Russia 
is increasii^ in wealth, or that the balance of trade is 
in her favour ? Ko, certainly : it is a sign of neither 
of these things. The indebtedness of Enssia is only 
increased thereby. Or E^ain, — of the immense sav- 
ings which we make annually, suppose our capitalists 
resolve to devote ten or twenty millions to the con- 
struction of railways or euchhke enterprises in foreign 
countries, which will yield a good profit. Thereupon 
the precious metals leave our shores in great quantity ; 
but are we losers thereby 1 Would the money be sent 
abroad if it were not to get larger profits than the 
senders can get at home ? — and does not the tmnual 
interest, or dividends, on the sums thus invested 
abroad come back to us r^;ularly, to increase the 
profits or income of our people t 

Finally, the coming and going of the precious 
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metalB may be a sign neither of gain nor of loss, but 
simply of the amount of trade which a 

THE DSE or "^ ■' . 

country is carrying on. The precious 
metals pass through this country as 
through a aieve; and the immense quantitiea that 
thus come and go are simply one of the consequences 
of our extensive tiade. To a large extent our mer- 
chants act as intermediaries between countries which 
have little commercial relation with one another. For 
example, Australian and Mexican merchants order 
goods from China or India, between which countries 
and their own there is litde or no direct trade, and 
consequently no hills of exchange in which payment 
can be made ; moreover, gold is not mone^ in China, 
neither is it yet a legal tender in India. There- 
fore these Aiistralian or Mexican merchants give the 
China or Indian exporters bill^ upon some well-known 
firm in London, and send bullion to London to meet 
these bills when due. The exporters on their part at 
once get these bUlB discounted at their banks in Cal- 
cutta or Shanghai, where the amount is placed to their 
credit ; and the biUs themselves are sent by post to 
London to the parties on whom they are drawn, and 
who thereupon have to make payment. Now, as these 
hillfl on London are always in excess of our bills on 
India and China, the balance has to be sent out from 
this country in the precious metals : and thus the 
bullion which comes to us from the gold and silver 
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producing countries for the most part simply rests 
here as at an eatrep6t, and is quickly sent off to the 
East. Only, the gold must first be exchanged for 
silver in Europe, — since it is silver only that is current 
money in India and China. 

It is only in making such payments that the precious 
metals are of any use to trade. Their use is to effect 
purchases oi payments which cannot be accomplished 
by the ordinary means of hills of exchange. In such 
cases only ate the precious metals needed. Indeed, the 
use of the precious metals is even more restricted than 
this. "When there is a want of bills of exchange, 
goods may be sent abroad instead of bills or of gold. 
These goods are thea sold in the foreign market, 
and with the proceeds the English merchant pays 
his foreign creditor, without a single sovereign having 
left this country. Instead of sending specie from this 
country he buys it abroad with goods, — paying his 
creditor out of the stock of specie held in the creditor's 
own country. Any merchant can get these precious 
metals, whether for export or import, in the same 
way as he gets cotton or iron. He may order gold 
&om Austraha just aa he orders cotton from India. 
Or, with less trouble, he can buy bills on any place 
he likes, and order the proceeds of the bills to be 
sent home to him in specie : and he will only have 
to pay freightage on this specie in the same manner 
as he pays it on other commodities. So much ela- 
2c 
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borate notueiue is talked on Una subject and od 
"tbe exchanges" that one is ^it to think that the 
piecioas metals onght to he styled the "mj^tenaas 
metals." Yet there is no mystery either in tbeii 
infloence or their moremeiita. Tbey can be dealt in 
like other commodities, — banght and sold ia die same 
way as sogar, eo^, or tea. 

Gold is BOit abroad only when it suits the interests 
of Uie sender to do so, Hcaice, to place restrictions 
on the export of gold, is simply to compel traders 
to send goods at a bad bargain when Uiey conld send 
gold at a good one It is an sntiqnated Eiystein, in- 
compatible wiUi the liberty of trade. For example, 
in Norember last, the Bank lefdsed to disconnt the 
bills of cotton-merchants simply becaoee the pio- 
ceeds of those bills were meant to be sent abroad 
in the shape of specie. lAncashire was idle for want 
of cotton. The most important branch of our na- 
tional industry, next to the caltdvBtion of the land, 
had been for two years almost at a standstill for 
want of the law material ; an immense national snb- 
scription bad been leqtii^te to keep half a million of 
onr working-classes bom absolute starvation. Cotton 
means employment for these snfTering myriads. It 
means also profits for the master-maDU&cturers. To 
obtain a supply of cotton, theiefore, has become a 
matter of great importance, even in a national point 
of view ; yet oui monetary system creates obstacles to 
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oar obtaining it For the last twelve months the 
Bank of England has regarded tiie importers of cottoa 
as its peculiar enemies. "In November last it re- 
fused discounts to purchasers of cotton, not because 
their bills were doubtful, but because of the dread of 
a drain of gold." * The Bank Uiiis checks the im- 
ports of cotton, and thereby prevents the revival of 
oxa cotton-trade, and the employment of our manu- 
facturing population. 

In fact^ to talk of " free trade " under our present 
monetary system, is a mockeiy. Instead of being 
" free," trade is restricted alike in whole and in every 
part, and to an extent {ai greater than could be ef- 
fected by customs-duties. In antiquated times, it was 
thought that a country's prosperity depended upon its 
exports being greater than its imports, — ^becanse it was 
imagined that an accumulation of specie was the only 
proof of an increase of national wealth. This theory 
ia now scouted in every quarter. In iact the principle 
is now reversed. " Take care of the importe, and the 
exports will take car« of themselves," Is now r^cc^nised 
as the true principle of legislation as regards Trade. 
But it is wholly neutralised by the adoption of the 
very opposite principle in onr monetary legislation. 
The Bank Act revived the old, and we should have 
thought, antiquated system, and seeks to restrict the 
import of goods, in order that specie may be sent 
■ Baitker't MagaadiK, Feb. 1863, p. 92. 
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hither instead. Under our recent legislation, the coun- 
try has gone back two hundred years. "While the 
legislation aa r^ards Trade has been wondrously im- 
proved and almost perfected, our monetary legislation 
has become retrograde. While freedom and full liberty 
of expansion have been given to Trade, monopoly and 
restriction have imposed new fetters upon Bankit^. 
It is like tying the living face to face with the dead. 
It is like placing a growing child within an ever-con- 
tractii^ cradle. What can be expected of auch a sys- 
tem but misery and disaster ? What can follow firom 
so discordant a union but a constant antagonism of 
interests between active and ever-expanding Trade and 
the soulless despotism of Money which keeps it in 
fetters? 

The statistics of our trade which have now been 
passed in review, exhibit in a startling manner our 

dependence upon other countries. We are 
DKHCE roR dependent upon them to a large extent alike 

for food, for clothing, and for employment 
Our dependence for clothing may seem a small mat- 
ter, though it is not ; but our dependence for food and 
employment is unquestionably a veiy serious afTair. 
If Mr Caird is right in estimating the consumption of 
our people at 20 million quarters of wheat, then, 
during the last three years (when the annual imports^ 
tion of com and flour has averaged 16 million quarters) 
twenty-four millions of our population — ^four-fifths of 
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the nation — have been dependent for grain-food upon 
foreign countries ! Even taking the most fovourable 
estimate that can be formed, it appears, on the aver- 
age of years, that fully one-thiid of our population ia 
dependent upon grain-supplies from abroad,* — and our 
dependence in this respect is yearly increasing. This 

* Aa, ncfottaiMtely, then are no ftgncultnrml retniua for Engluid 

and ScotUnd, ■ reasnnsble conjecture ia tlie only appnudmation to 
cotrectneas whiok on be made in eBtimsting the mmount of wheat 
consumed by our people. Twenty yean ago it was Maunied that, 
on an average, one quarter of wheat wu consumed per head, — 
which would gire a total conanmption of 30 million qaartera. Mr 
Ciurd eEtimatea our con«amption ot wheat at only two^thirda of that 
ajnount, — namely, at 20 million quartera. The truth may lie be- 
tween these different eatimatas. There can be no doolit that wheaten 
bread ia more in nse by the lower claaaes than it formerly waa ; 
Uie consumption of wheat in manufactures in the Corm of starch 
must likewise have largely increaaed (individual manufactunm in 
Manchester are known to use 5000 quarter* of wheat per annum) ; 
and looking to iliese facta, as well aa to the enormoue quantity of 
wheat now annually imported into this connby, we cannot but 
think that Mr Caird'a eatimate of the conaomption of wheat is too low. 

Mr Caird'a estimate of the amount of wheat produced in thia 
eooutry also appean to ua too low. It appeaia from the retuma 
obtained by the Highland and Agricultural Society that in lS5ft-7 
the extent of land under wheat in Scotland amounted, on the aver- 
age of these two yean, to 243,240 acree, — yielding an average pro- 
doce of rather more than 27 buahela to the acre. If we take this 
rate of produce aa an average for the whole kingdom, and alao 
accept the common (but purely conjedunil} estimate that there are 
(or naed to be) 9 million acres under wheat in the kingdom, it 
would follow that the total produce of wheat in the country is 17 
millioD qusrtere,— inatead of 12, as estimated by Mr Caird. 

But hoQi. in Scotland and in Ireland the acreage under wheat 
ia steadily decreasing, owing to the present unremunerative piice 
of wheat, which compels tanners to devote more of their fields to 
grass and turnips, for tile purpose of rearing sheep and cattle. 
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is iirespective of the nine millions' wortb of animal 
food whicb we import, and two millions' worth of rice, 
— necessaries of life. And, over and abo¥e, theie are 
tbirty-aix millions' worth of sugar, tea, coffee, wines, 
&c., — which were Inznries in former times, bnt which 
have now become part of the ordinary diet of the people. 
Next, as to oui dependence npon other coantries for 
Employment. We anunally import about 120 millions' 
roB KM- worth of materials, the working np of which, 
Fu>Tiu». jjj fectories and other workshops, gives em- 
pl^ment to probably a million and a half of operatives, 
many of whom have &niilies dependent on them. 
This is a startling picture, but it has two sides. In 
one aspect, it is the greatest eulogy which could be 
proDoanced npon our enterprise and greatness. Our 
little islands no longer suffice for ns. Our enei^gies 
have far oTerpassed their limita There is room for 
ns to live and work here,— that is alL These Islands 
are oar house and garden, bat oui funn is detached. 
Or rather, we have no ferm of our own, but draw our 
supplies horn the Ikrms of all our neighbours. We live 
npon the world We have made so much money by 

which paj- better. The ume ouuw (nunelf , tbe present unremone- 
rative price of gnia) ii alao leading to aa increued culture of flax : 
a TMolt which it being; aooelented bj the oottoa-deartb and the 
great hm in the price of all textile materialA. The growth of flax 
ii extending in IreUnd, and is alio bong intivdnced to an impwt- 
ant extent into England. Thit antnnm tlie traTeller by the Gnat 
Ifortlkem Bailway could eee many large flelda of flai standing in 
■heavee, iriien do anch li^t waa to be witneMed in fonner yean. 
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generatioDS of mdustry, aad we employ our capital bo 
well in trade and in profitable investments abroad, 
that we can command supplies of what we want from 
all partd of the world. On the otbei hand, what 
would be the conaeqaences of a blockade 1 Would it 
not wither us np at once, as if the national life had 
been smitten hj paialysb ? Would not our greatness 
fare Hke Jonah's gourd, which perished in a night by 
the gnawing of a little wonn ? 

We say these things not in alarm or despondency. 
But it is well that a consideration of these things should 
incite us to renewed zeal in projects which 
are at present too little r^arded. Ei^and, 
if she preserve her greatness, must always be depen- 
dent upon other countries ; and, so for as regards trade 
and employment, that dependence must contiuue to 
increaa& But at least let ua strive to lessen our de- 
pendence upon foreign countries for food. Large tracts 
of ground, now lying wast^ may yet be cultivated. 
Even between London and Southampton, in the finest 
part of England, there are wide expanses of level 
moorland, such as in the lowlands of Scotland would 
qtiickly be brot^ht into profitable cultivatiotL The 
waste of sewage, which is a disgrace to our civilisa- 
tion, will ere long, we trust, give place to an economy 
which will work wonders, and make many a blade of 
com grow where none ever grew before. Hie steam- 
plough, also, will do something, — ^partly by lessening the 
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coat of working the soil, but still more by working it 
deeper than is posBible with horses. Finally, we ought 
to take measures to stock all our rivers and lakes 
amply with fish. A very large portion of the food of 
China consists of fresh-water fish, — yet in fliis coun- 
try it is as rare as if it were a costly luxury, and by 
millions of oar people is not tasted once in the year. 
Let us hope, then, that the future — among the other 
good things it may have in store — will see the sewage 
of our great towns, instead of being wasted in poison- 
ing our rivers, applied in fertilising streams to the soil, 
— the steam-plough in general use, — onr level waste- 
lands reclaimed, — our lakes and rivers amply stocked 
with fiah, — and the luxury of oyster-beds plentifully 
established on our coasts. We might even with ad- 
vantage enact a "close time" for our coasts as well 
as for our rivers, — the destruction of female mackerel 
Mid herring while in roe being a moat wasteful prac- 
tice. Such measures are called for by the necessities 
of our position. They are urgently needed to lessen, or 
at least to arrest the progress of, our perilous dependence 
upon • other countries for food, — a dependence which 
every year is increasing, and which, if the proper mea- 
sures he not taken, must continue to increase with the 
spread of luxury and the growth of the population. 

These are considerations for the Government andfor 
the general community. All that our trading classes 
have to think of is to extend their operations, and 
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to do 80 in as profitable & manaer aa they can. But 
faiom they have apprehensions of their own — 
w TBODBLB. perjig which primarily affect themselves, al- 
thongh the whole comniumty ultimately suffers along 
with them. The present year has been commercially 
prosperous almost beyond example : yet shadows, as if 
of comiDg calamity, have ever and anon flitted across 
the sunny scene, and ever and anon our commercial 
classes have been filled with forebodings. The City of 
Gold has been troubled. In Tennysonian phrase, " its 
dreams are bad." The ease with which evil reports 
find currency is symptomatic of the prevailing ner- 
vousness. Only a week or two ago — in the beginning 
of September — ^just before the Bank-rate was raised to 
9 per cent, there was a panic on 'Change. The failure 
of several extensive firms was said to be impending, 
and the money-market was seriously affected. The 
panic which occurred serves to show that the trading 
community is by no means at its ease. Nor can it 
be so when the Bank-rate is rising, and threatens to 
cause a depression of the markets. Evil which all 
men expect, says the proverb, never comes, — all men 
being on the alert to prevent it. Let us hope that 
such will be the issue in the present case. But at 
the same time let us see what are the dangers to 
which our trade is exposed. 

It is a common saying, in some quarters, that the 
commercial classes in this country go mad every ten 
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years. The great crisis of 1826 was followed by the 
minor crises of 1837 and '39 ; these by the crisis of 
praioDioAL 1847; and that iu turn by the grand crash 
"s**""- in 1857. Periodical insanity is alle^ 
to be the cause of these calamities. An ever-recoir- 
ing mania for over-trading is believed to seize upon the 
commercial classes, and hurry them into ruin. This 
is a very bold assnmption. A theory which supposes 
iBsanity on the part of the shrewdest and most prac- 
tical portion of the community certainly lacks, apriori, 
the air of probability. That, to the parties who hold 
this theory, oar commercial classes seem to perform acta 
of insanity periodically, may be tnie ; but does not the 
appearance of insanity arise from the acts beii^ viewed 
through a wrong medium ? Suppose a person, walk- 
ing up and down in &ont of our windows, always 
as he passed a particular pane of glass appeared to 
be grimacing ; would it not be sane on our part, be- 
fore questioning his sanity, to look whether there were 
not a flaw in the glass which made him appear to 
be grimacing, when m truth he was walking as soberly 
as usual 7 The first question, then, which naturally 
suggests itself is, — Is it the &ct that the commercial 
classes of the United Kingdom do actually, and in a 
manner suicidal for themselves, go mad every ten 
years 1 Or is there not something, in the circumfltances 
of the country, which at certain periods gives to th^ 
operadons a semblance of recklessness, when in reali^ 
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they have no such character ? Before charging the 
nrhole commeicial and manofactnring classes with fits 
of maanity in ovei-trading, it is right to ascertain 
irhethet there be not some element in the case which 
their libellers have overloolced, and a consideration of 
which may place the matter in a difTerent light. 

"Over-trading" is a charge of recent date. The 
crisis of 1857 was the first occasion on which it was 
p^j^ heard. Previous to that time, another cry had 
'"*"•"* been in Yogae to acconnt for the recurrence 
of commercial crises. They were attributed to " over- 
issues." That was the current theory fix>m the begin- 
ning of the century down to 1844 Even in 1847 the 
old ciy was heard in certain quarters, and the Bank 
was blamed for not having " contracted its issues " — 
i.e., reduced the amount of its notes in circulation. 
But that waa the last of it. The theory would not 
hold water, and it was abandoned. Facts were too 
strong for it, and it was exploded. 

It came to he seen that the importance which had 
been attached to flnctoations in the amount of the 
BauVs circulation was groundless. The old ciy was 
abandoned before 1857, and no one dreamt of reviv- 
ing it when the great monetary crisis of that year 
occmred. But if the Bank Act had rendered our 
monetary system perfect, what ejqilanation waa to be 
given of this new calamity ? Then it waa that the 
theory of "over-tradir^" was propounded; and it 
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became as current as the cry of " over-issues " used to 
be. The old cry has been given up, — ^has the new- 
one any better ba^s of support } It does not matter 
with what parties the cry originated — we need not 
speculate whether it was the result of an honest be- 
lief or whether it was adopted as a conve-nient means 
of shielding &om scrutiny our present monetary sys- 
tem. All that we have to concern ourselves with is, 
— Is it true 1 

What has been may, and, if not guarded against, 
will occur again. If over-trading were the cause of 
the terrible calamity of 1857, the more fully the fact 
is investigated and exposed the bett«r. If it were not, 
then the sooner we disabuse ourselves of the idea, the 
sooner we shall be in a position to discover the real 
cause of our commercial disastera We must get off 
the wrong scent before we can find the right one. The 
question is of momentous imporiiance to the welfare 
of our trade, and should be put beyond the influence 
of haphazard conjectures. In so matter-of-fact a 
department as trade and commerce, it behoves one to 
eschew mere assertions and vague generalities. In 
commercial matters, above all things, let us have pre- 
cision. Now, if over-trading were the cause of the 
disasters of 1857, what was the amount of it, and 
when did it begin ? In the summer of that year — as 
every one will remember who gives attention to com- 
mercial matters — all parties were agreed as to the 
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soundness and prosperona condition of our trade ; and 
not a whisper was heard of credit beii^ oveTstiaiued 
to support it Not only the mercantile classes, but 
out most cool and observant economists, held and 
expressed this opinion. How was it, then, that the 
trade which was not felt to be excessive in the smnmer, 
broke down bo suddenly at the end of autumn 1 How 
was it that the credit-syatem of the country, which 
supported that trade buoyantly and prosperously in 
July and August, proved utterly unable to sustain it in 
November t Manifestly, in that short interval, there 
must have been a great change : either Trade must 
have experienced a great expansion, or Credit must 
have become grievously enfeebled. Which of these 
things was it which happened 7 In the altered rela- 
.tiohs between Trade and Credit, which caused trading 
to become or appear over-trading, was it on the side of 
Trade or on the side of Credit that the alteration, took 
place i la the brief period that intervened between 
the height of our prosperity ^^^^ ^^ depth of our 
adversity, was it Trade that extended itself, or Credit 
that became crippled? 

The storm came upon us from America : but when 
it was seen raging on the other side of the Atlantic, 

the journals which are the most observant 

or tKADM critics of commercial afikirs — the Times sind 
Economiet — were unhesitating in their as- 
sertions that a similar disaster would not extend to this 
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conntiy, so firm and healthy was t^e condition of our 
trade. So late as the 7th Novemher, after several large 
failaies had occurred — including the exceptionally had 
ones of Macdonald and Monteith in Glasgow, — ^the 
Economist continued to reiterate unhesitatingly its tes- 
timony to the sound and prosperous character of British 
trade. "That this countiy is intrinsically better off, as 
K^ards its obligations and financial position," it said, 
" than any other, there can be no doubt" In another 
editorial article in the same number upon our Imports, 
it was remarked, that " one of the great sources of loss 
which have attended former periods of commercial pres- 
sure, has been the large accumulation of foreign pro- 
ducts in our warehouses, — the consequence of extensive 
and improvident importations, stimulated by high 
prices, and the necessary reaction which took place at 
such times ; " but that " this cannot be said, at the pre- 
sent time, of any of the chief raw materials, if we ez> 
cept the siim;le one of silk." Again, in a leader upon 
our Exports, in the same number, the editor pat and 
answered Uie following decisive questions : — " Is there 
any evidence that the export-trade of this countiy 
during the last year has been of a forced character ? 
Has there been any glut in the home market, either of 
raw materials or of manufactured goods, which could 
have led to such a trade 1 Has there not, on the con- 
trary, been a great scarcity of raw materials and a con- 
tinually risii^ price, caused by an extending demand ? 
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The mere fact that iailtires have taken place in the 
United States, which have led to heavy loBses iu this 
cotintry, in no way aSecte the general aignment, — un- 
less it can be shown that those failures have been caused 
by losses directly resulting feim the imports from this 
country. No such proof eansts. On the contrary," &c. 
And in the same article, as if the real soundness of our 
trade could not be too often or too explicitly stated, it 
was said : — " Unlike the crisis of 1847, we have in the 
present year, in conunon with all Eoiope and the United 
States, instead of scarcity and famine, one of the most 
abundant harvests ever known ; and, unlike the crisis 
of 1847, when we had obligations to the extent of 
more than £150,000,000 in the shape of railway-calls 
impending over the country, oux commetcial classes 
are ,now more &ee from such demands upon their 
resources than they have been for many years." 

These are weighty statements. Here ie a writer — a 
recognised authority — carefully considering the whcJe 
subject, and speaking with all the ofBcial returns and 
private trade-circulars before him. Here is a man who, 
in the presence of a great danger, anxiously scans all 
parts of our position, to see if there be any weak 
pointe, and can find none. Agun and again the Times 
expressed a similar opinion. For example, on the 9th 
October, when the Bank began to raise the rate of 
discount, the leading journal in its City article remark- 
ed :" As r^aids the bread trade of the empire, it is 
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impossible to discern the cause of feat. Month hy 
month our commercial payments increase in magnitude, 
and yet are met with a punctuality never surpassed. 
AU the leading bankers will testify, that thus far there 
is an absence even of those premonitory symptoms 
which invaiiably warn them of the possibility of a 
coming struggle, long before the community at lai^ 
have become awakened to it. Hence tiie belief may 
be confidently indulged that, although with our uni- 
versally diffused transactions we must necessarily 
patticipate in every shock that occnis elsewhere, our 
commercial prosperity is destined stUI to continue a 
marvel to the world." 

The Times and Economist were right in these state- 
ments as to the soundness of onr trade. What, then, 
WHAT CAVBED caused their anticipations to be so lament- 
takcBuisT ably falsified by the issue? Instead of re- 
maining "a marvel to the world," what caused our trade 
to break down utterly, covering the country with wrecks 
and misery? The Times and Economist erred in their 
calculations because they looked simply to the state of 
Trade, and ovedooked the effect which the American 
panic would produce upon our Monetary System. It 
was the failure of the latter which occasioned the failure 
of the former. The cause of the crisis of 1857 was not 
bad trade, but a defective currency-law. It was not 
the fault of our eommeree, but of our monetary syatem. 
After the crisis had done its work, indeed, the impres- 
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sion became general tliat our commerce had been run- 
ning wild ; and the numerona bankruptcies and suapen- 
Bion3 were appealed to aa showing that such must have 
been the case. This was an ex post facto argument of 
a mo3t inconsequential kind. That thirty thousand 
Boldiera died in a weefa time — ^that week having wit- 
nessed a battle — is certainly no proof that the army to 
which they belonged was in a frightfully bad sanitary 
condition. Doubtless the ailing soldiers of an anny 
are sure to he knocked over in a hand-to-hand fight, 
but the proportion of such cases is insignificant ; and 
thousands more perish who, but for the battle, might 
have lived in health and strength for the natural term 
of existence. The country knows to ito cost that the 
&ilures and suspensions in 1857 were disastrously 
numerous; but the question remains, What was the 
cause of them t 

The supporters of the ciy of overtrading founded 
their chaige against the commercial classes on the fact 
that the export-trade in 1857 was greater than it had 
ever been before. It had increased six millions above 
the highest amount in any previous year. True, in 
some of the previous years, there had been an increase 
not only as great, but three times greater. That was 
undeniable ; but, said the supporters of the overtrading 
theory, that does not matter: it is now obvious that 
our merchants and mann&ctnrers have carried trade 
beyond the limits which the capital of the country can 
2d 
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support. The amoQiit of the incresse on the year m&j \ 
have been only six millionB, but these six millions have 
beea an excess. An export-ttade of 122 millioDS, they 
said, is a forced and inHated trade, beyond the require- 
ments of the vorld, and greater than our accumulated 
wealth can support. And when the exports fell — in 
consequence of the crisis, and of the stagnation of trade 
which followed — they appealed to this fact bb a. proof 
of the j ustice of their opinion, and said that this reduc- 
tion in the amount of exports was simply owing to the 
country having returned to its nonnal amount of trade 
and of production. For the time, they had it all their 
own way. No one could bring positive proof that they 
were wrong. It might be — ^though it was not probable 
' — that British trade had reached and temporarily 
exceeded the maximum which the requirements of the 
' world permitted. But even if this had been the case, 
it was certainly unfair and ungenerous so bitterly to 
taunt the commercial classes, in the midst of their dis- 
asters, with recklessness and insanity, merely because 
they had exceeded a limit which — supposing it had 
existence — could not possibly be discovered save by 
actual experience 

But what is to be thought of snch an allegation 
now? Actual experience has been acquired, and what 
does it show? Look ba^k at the column of " our Nilo- 
meter," given on a previous page, and see how insig- 
nificant was the increase of trade which was thought 
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to be " reckless OTertradmg," and the cause of all our 
calamities, seven years ago. Such an increase appears 
a bagatelle; and the ill-fated year, as fignred in the re- 
tnms of its trade, is passed over by the eye as a veiy 
ordinary one. Despite the limit which theorisers 
assigned to it as its n« plus u/fra, British trade has 
continued to increase, and to an extent vhich throws 
all former years into the shad& No sooner vas the 
year of stagnation, which naturally followed the crisis 
of 1857, at an end, than trade not only resumed its old 
rate of progression, but began to exceed it In 1859 
the exports were eight and a half millions greater than 
those of 1857 ; in 1860, thoy were fourteen millions 
greater; and last year they exceeded those of 1857 by 
twenty-four millions and a half. Yet no crisis came : 
the country was prosperous, and every one rejoiced in 
the marvellous expansion of our industry and enter- 
prise. Even the terrible cotton-dearth in 1861 failed 
to reduce our exports to their amount in 1857; and if 
any such reduction were to take place, it would justly 
be regarded as one of the greatest calamities which 
could befall us. A steady increase of trade on the part 
of this country is what may naturally be expected, and 
is much to be desired. In truth, if we consider the 
annual increase of our wealth and of our population, 
and the increasing facilities for trade with other coun- 
tries, it will be evident that when the Board of Trade 
letums are no greater for one year than for its prede- 



ibyGooglc 



420 OUR TBADE. 

cessor, sach a fact indicates not merely that we are not 
gaining ground, but that we are losing it. When the 
amount of labour and capital in this countiy is annually 
increasiug, and better markets are being opened for 
the produce of that labour, it is alike unnatural and 
unfortimate if our exports do not likewise show an 
amiual increment. 

Although the " excess " of exports shown by the 
Board of Trade returns was the chief ground upon 
which the chaise of overtrading was brought against 
the conmiercial classes in 1857, another circumstance, 
peculiar to the times, contributed notably to make the 
charge popular with the general public. This was'the 
publicity then for tbe first time given to the examina- 
tion of bankrupts. Failures which previously would 
have passed unnoticed by the public, then began to be 
reported in full detail in the newspapers, and became 
the subject of conversation in every city and market- 
place in the kingdom. Scandal-lovers delighted to re- 
count the extravE^ance of the bankrupt in his wines, 
furniture, and housekeeping, — how much went to keep 
up his dog-cart, and how much was lavished on his 
mistress ; while men of business dUated upon the na^ 
ture and extent of the " accommodation-system," by 
which this speculation and extravagance were carried 
on. It was the revelation of these cases that was new 
in 1857 — not their occurrence. Such exceptional 
cases are, have been, and will continue to occur in 
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every large and active commercial commonity. One 
may as well hope to sever shadow from sunshine, or 
evil from good in this world, as to find a condition of 
trade in which many cases of recklessness and mis- 
management do not coexist with legitimate and pro- 
fitable enterprise, Cceteria paribas, the more numer- 
ous a population is, the greater the amount of poverty, 
folly, and crime ; and in like manner, and from the 
same cause, the brisker trade is, the more niunerous 
will be the cases of bad trading. We may regret 
this, as we deplore the other imperfections of human 
nature, but we cannot help it It is a clog upon pros- 
perity, but not a barrier to progress. The population 
of these Islands has doubled since this centuiy began, 
and we are afraid to say how much more numerous 
are the cases of crime and poverty amongst as now 
than they were sixty years ^o ; but, despite these 
drawbacks, the nation has advanced immensely in its 
social condition and prosperity. Progress in Trade is 
just like progress in anything else. There may be, 
and doubtless are, a greater number of bad failures 
now than in former times, but certainly there are not 
more in proportion to the amount of trade carried on.* 

* Id 1862 ibe number of bankmptciea in Engltmd wm nearly 
ten thousand (9663), of which npwuds of nine thooiand (9113} 
paid no dividend at alll In 1863 the retnnu fma little better, — 
the namber of b«nkniptcie« being S4T0, of which 99S paid k 
dividend of lome kind, and 20 paid in fuU. 

The Time*, in a leader on these returns of the BanliruptcT- Coiut, 
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And if, in 1S57, among the scores of bankruptcy 
cases revealed in detail to the public, there were some 
of more than usual ehamelesHnefis and recklessness, it 
must be also remembered that there were dozens of 
cases of suspensions — probably representing in value 
one-half of all the failures that then occuned — in 

olwerTM: — "l^vdenneiiiniut nuttradesmeD'trigka. Bankruptqr 
u an ominous woid, but it meaus, or ought to mean, DOthing but 
the proportioQ borne by misfoitune to fortniie nnder fair oooditioiu 
of management. Trade, in the gmnd aense of the tenn, alwaja 
involvei a certun element of speculation. In old times mercbaata 
were commonly called ' adTenturera,' and their tranaaotioni were 
■tjled 'Tentozea' without any im[^catioD of reproach. In theae 
days we nse the word 'enterprise' to expren a liniilar idea,— the 
meaning in eaob case being that tbe merchant or tradesman nuu ft 
certain risk for tbe chance of a certain profit. ' Notlung Tenture, 
nothing hsTe, ' aaysan old commercial adage. It would be possible, 
no doubt, to make trade a certainty instead of a apecnlation, but is 
that case we may depend npon it that we should not have sold 
goods, a« we did, to tbe amount of £195,000,000 in the year 1863. 
All those exports show a considerable proportion ol ' odventorta ; ' 
and adventuiea mnst now and then turn out unluckily, or they 
wonld cease to be what they are. The point to be ascertained is, 
whether these miscarriages exceed or not a certun reasonable ratjo 
— whether trade, in ahrat, is 'sound,' w otherwise; whether the 
bankruptoies of a year repreaent a natural percentage uf misfor- 
tunes or a reckless sytrtem of bnsineas ; and, further, as a more 
practical question, whether the laws affecting proocedings in such 
cases are operating satia&ctorily. 

" Now, should as many as 7000 traders ' smash ' so completely 
in one single year as to leave not a penny for their creditors T Is 
this a fair average ! Is it the actual average! Bo 10,000 bank- 
ruptcies, of which 7000 ai« witbont assets, speak of good timee or 
bad ! Do they represent a maximum or a minimum t It would be 
hard, perhaps, to answer these qnestions accurately, but the figures 
are rather snrpriaing to ordinary people. More than half these 
failures. It is true, were for smaU sums, but that does not affect 
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which the assets of the firms not only coveied their 
liabilities, hut exceeded them.* 

It may well he asked, how came this to he 7 In 
these cases, at least, there was no " overtrading." The 
fault must have lain not in trade, hut in something 
else. And that thing is the very element of the 
question which the supporters of the "over-trading" 
theory desire to overlook. It is that " something in 
the circumstances of the country" which, as we have 
previously suggested interrogatively, on certain occa- 
sions makes our commercial classes appear to be over- 
trading when in truth they are not. This element is 
the operation of the Sank Act : and this it is, and not 
periodical insanity on the part of the trading commu- 
nity, which is the fundamental and originating cause 
of our recurrent crises. They are not " commercial," 

the i«indple of the mattor. The b&okmptcj, withoat s sixpence 
to show for it, still ramaini. Are we to soppoae that this v«Tjfact 
expbuns the bknkruptoy, uid that if there had been anything 
divisible among oraditore the bankrupt would have been kept out 
of oonrt T If so, it is certainly not nnreaaonabte that inquiry should 
be made into the operation of the Baukrnplcj Act." 

Theee qneetiona are important ones, but they cannot be answered 
until we have similar retnrus from the Baukmptcy Court for the 
Lut twenty yean. The publication of »"""«■' returns only com- 
menced in 1862 i but we hope that similar statiatics — bo far aa 
relates to the number of bankruptcies, the total amount of grou 
receipts, and the amount of dividend — will be obtained from ISIO 
downwards. 

* See a list of tome of these caaea, mpm, pp 110-11. They form 
an extraordinary coutraat to tiie ordinary baukmptoy retnnu just 
given, and demonstrate in a moat striking manner the artiticial 
character of the disattcouB crisis of 1807. 
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but monetary crises. It is commerce indeed that 
suffers, but it is our monetary system which deals the 
blow. The commercial community is the vile corpus 
in which the disease chiefly operates, producing misery 
and ruin ; but it is the system pursued by the Bank, 
under Act of Parliament, which is the primal source 
and efficient cause of the calamity. 

Apart from the operation of the Bank Act, what 

was the nature of the difficulty which our traders had 

to encounter 1 We cannot answer this 

B4T0EB or 

THB mm- question better than in the words of the 
Times. Commenting on the large failures 
that were taking place, it said : " Messrs Bennistoun 
have houses in New York and New Orleans, and the 
almost total cessation of remittances from those points 
has rendered the stoppage unavoidable. . . . What 
haa caused Messrs Naylor, Vickers, & Co., and Messrs 
Dennistoun to stop ? The simple fact that each suc- 
ceedii^ mail from America arrived without bringing 
them remittances of biUs to enable them to apply for 
discount. Tkdr capitals wre ample." * " Any firm 
with fair capital and credit is always prepared to meet 
a short strain; bat few can be expected for weeks and 
weeks to discharge the cost of wages, raw material, 
and all the other items in the manufacture of the 
goods they have shipped, when the returns for these 
goods are stopped by a convulsion so violent and so 
* Tm«, Norember 9, 1S57. 
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little foreseen that it is likened on the spot to an 
attack of epilepsy." • Such was the embarrassment 
which our traders had to meet, — sudden, unforesee- 
able, and neither arising from not revealing any fault 
on their part. The embarrassment, also, was as tem- 
porary in its nature as it was artificial " In America," 
said the Times, on the 13th of October, " the arrears 
now dne to England and the Continent are enormous, 
and are accumulating every week : and the moment 
the panic there subsides, and the influence of the fort- 
nightly gold arrivals again begins to be felt, the scarcity 
of bills upon us may be as remarkable as their present 
abundance. There is, consequently, nothing to excite 
apprehension that the disturbance will be protracted." + 

This, then, was the whole difficulty, — perfectly arti- 
ficial in its character, and temporary in its duration.^ 
Any man of common sense will wonder that so slight 
a difficulty should have led to so tremendous a crisis. 
Our traders had Capital enough, but they could not 
get Money. Their credit was unquestioned, but our 
creditnsystem had wholly given way. Again we ask. 
Why was this ? 

A word will explain the matter. A drain of gold — 
though, as we have shown, a merely superficial events 

* Time*, October 26. 1857. t Ibid., October 13, 1857. 

I Id tralh, bo ephemeral iraa the difficoltj', tbat within two 
montha after the cmU reached ita height, we had not onlj got from 
AmericA all the gold lliat ire had sent thither, but nearly three 
timea as maeh,— namely £3,200,000; 
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in no way necessarily connected with national loss, 
OT expreasive of national indebtedness — under oar 
present system, is the grand cause of the recanent 
" crises" which inflict Tast losses npon our commer^ 
cial classes. But the same result may be produced 
by an internal drain (whether of gold or of notes), 
owing to panic or some other cause temporarily in- 
creasing the monetary requirement of the community. 
And such a panic and drain natniaUy arise whenever 
the banks refuse to continue theii usual advances 
to Trade. In 1857, in consequence of the panic and 
temporaiy suspension of cash-payments by the banks 
in the United States, there was a delay in die usual 
remittances from thence; and also, a million and a 
quarter of gold was sent thither from this country, 
— partly for the purpose of purchasing American 
stocks, then onduly depreciated. Such investments, 
made by our capitalists, were as legitimate, and at 
least as profitable, as if iron or cotton goods had 
been exported to an equal value. But the export of 
property in the form of specie has a very different 
effect, under our present system, ttom the export of 
property of other kinds. Merely temporary as was 
this dimination of our usual reserve stock of specie, 
the operation of the Bank Act vaa such as to occasion 
an internal drain likewise, and ultimately, and very 
rapidly, to shako down our &hric of trade altogether. 
The operation of the Bank Act^ when a drain of 
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gold takes place, ia threefold — ^viz., 1, To raise the late 
of discount even for fiist-claaa commercial 
hilla to an exorbitant height ; 2, To render 
many bills (i.R, the form of currency by 
which oar lu^ei monetary transactions are carried 
on) nnnegotiable, which in other circumstances would 
have been eeteemed perfectly good; and 3, at the 
culmination of the crisis, so to reduce the amitlaile 
resonrces of the Bank as to render that establishment 
incapable of lending the customary assistance to firms 
upon any terms, — even thoi^h the solvency of these 
firms be as unquestioned as that of the Bank itself 
and though their suspeasioo should cause a panic 
which would endanger the position of every bank in 
the kingdom. For example, in Kovember 1857, the 
great house of Peahody & Co., temporarily embarrassed 
by the suspension of payments in America, applied to 
the Bank for the loan of nearly a million sterling, 
which the Bank, with its power of issue restricted by 
the Act of 1844, refused to give ; and all London tot- 
tered, — for it was known that if that great firm went 
down, dozens more would iall with it, and the panic 
would become imiveraaL The Buspension of the Bank 
Act alone prevented this catastrophe, by relaxing the 
arbitrary fetters on the Bank's issues, and thereby enab- 
ling it to advance the sum required. We may add, so 
thoroughly solvent, indeed excessively wealthy, was this 
temporarily embarrassed firm, that the private property 
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of the chief partner was of itself held by the Bank 
to furnish Bufficient security for this enormous, but 
urgently-needed, loan.* But if Peahody & Co. were 
saved — and we rejoice that they were so, — why were 
the Denniatounfl, Naylor, Vickers, & Co.j and many 
others, sacrificed ? The circmnstances of all these 
fiima were alike, — why was their fate different ? Each 
had an ample capital — each, from no fault of its own, 
was temporarily embarrassed ; why, then, was not the 
required assistance given equally to all? Simply be- 
cause we have an unworkable Bank Act, which it is 
a point of honour with some theoiists, and a point of 
self-interest with all money-dealers, to uphold to the 
last, although trade and industry go to wreck and ruin. 
The originating cause of the crisis of 1857 in this 
country, as the Times correctly stated, was a delay in 
the usual remittances of bills from America, — these 
bills being the chief instruments by which all our trade 
is carried on. It is upon these bills that the banks 
make their usual advances to trade; but such ad- 
vances may be, and often are, made irrespective of 
bills, upon the securities and assets of mercantile and 
other firms. But when this temporary want of bills 
took place in 1857, owing to the crisis in America, the 

* For some mtereating incidents connected with the threatened 
{(ulurs of this great firm, and of the eminent philanthropist who was 
at the head of it, aee the recentlj publiahed Nota on Spfculation, 
by that Teteraa Crty man, Mr Morier Evans, 
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temporarily embarrassed firms in tliis countiy were 
refused advances upon other securities. Thete was no 
adequate reason for this. There was a laige supply of 
loanable capital in the banks ; and many of the embar- 
rassed firms — such as the Dennistouns, Naylor,VickeTs, 
& Co., and others — had ample securities to offer for the 
accommodation which they required. But, under our 
present system, there is no adequate means of making 
those advances. There are two difficulties in the way. 
There is (1) a monopoly of the instrument of excbat^; 
and (2), besides that monopoly, there are artificial 
restrictions imposed upon the amount of currency. 
And when the Bank of England refused to assist the 
temporarily embarrassed firms, there was no help for 
them. The Bank of England, as we have shown in 
the previous chapter, is the only bank of issue which, 
under the present law, can greatly extend its issues. 
Our other banks of issue are so weak that hardly any 
one of them would venture to make advances to the 
extent of half a million in aid of an embarrassed firm, 
however ample might be the securities which the firm 
had to offer. Moreover, all our banks of issue are so 
insignificant compared with the Bank of England, that 
they now simply follow its example — willing to profit 
by the high rates of discount which the Bank's policy 
at such times establishes. 

Hence when the Bank of England refused to aid 
the Dennistouns and others, these perfectly solvent 



ibyGoogIc 



430 OUR TEADE. 

firms were brooght to a stop, and had to suspend 
psTmeiita. Theienpou each of these euBpended fiims 
became a centre and fountain of ^esh embairsss- 
ments. Manj of the lesser firms commeFoially con- 
nected with them had likewise to stop payment 
Distrust overspread the conntiy. Every trader 
doubted his neighbour's bill; and cash was demanded 
where a bill would have been accepted in ordinary 
times. More currency being thus required, a drain 
commenced upon the Sank. Many persons also, see- 
ing the Bank's reserve declining, and knowing that 
the rate would soon be raised still higher, hastened 
to provide themselves with even more money than 
they required. They coold not tell what might hap- 
pen, and they prepared themselves for stiU greater 
emergencies. Up and up went the Bank's rate, — lower 
and lower fell prices. The markets were so depressed 
that merchants could not sell their goods save at a 
loss of 25 per cent Failures, of course, multiplied, — 
and each fallen firm brought down with it some of its 
customers. Distrust swelled into panic. The dis- 
count-houses stopped discounting, — the joint-stock 
and other banks did likewise, or at least greatly con- 
tracted their discount-operations. There was plenty 
of capital to lend, but, for the means of lending it, the 
other establishments were all dependent upon the Bank, 
the great fountain of our domestic currency. Accord- 
ingly, nearly the whole burden and profit of discounting 
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was thrown upon the Bank, It made its own t«tms ; 
it exacted 10 per cent. Kevertheless, its resources (re- 
stricted by the B^nlc Act) were insufficient to meet 
the dentand upon it. In other two hours, the failore 
of Feabody & Go. and other firms would have created 
such a panic in London, that a tremendous run upon 
the Bank for deposits would have arisen. Then, at 
last, the Government did for the Bank what it would 
not do for the equally legitimate interests of Trade, 
and suspended the Act of 1844 

No crisis could more clearly demonstrate the de- 
fects of our present monetary system. It proved how 
entirely all the other banks are dependent upon the 
Bank of England, and how &tBl are the artificial re- 
strictions placed upon the bank-issues of the country. 
There is not only a monopoly, but even the banks 
which eiyoy the monopoly have not, under the present 
system, the means of supplying the wants of the com- 
munity. Trae, for onr own part, we believe that if 
the Bank had at the outset freely employed its " re- 
serve" (that portion of its resources which it is allowed 
to use) in the support of all solvent though embar- 
rassed firms, like the Denoistouns, the crisis might have 
been prevented, — the evil might have been nipped in 
the bnd ; and no panic would have arisen to occasion 
the heavy internal drain which at length proved fatal 
to the Bank — or at least to the Bank Act. But if the 
Bank Court be exonerated, only the greater blame 
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must foil upon the Act. And the heavy charge sub- 
stantiated against oar monetaiy system in 1857 is this: 
that, by its operation, it imported the American crisis 
into this country. A transient embatrasBment, in no 
way affecting the solvency of British trade, iostead of 
being met by the proper means, was a^ravated into 
the severest crisis which this country has yet under- 
gone. Trade was robbed of its wealth, through a 
depression of the markets to the extent of 25 per 
cent, and scores of firms, as solvent as the Bank 
itself, were forced into the Gazette. 

And all this was caused by an unwise interference 
of the Legislature with our old freedom of banking ; 
and especially by the l^slative embargo placed upon 
nearly seven millions of gold in the Bank of England, — 
in, consequence of which monetary crises are now pro- 
duced under circumstances in which (but for this em- 
bai^o) no embarrassment at all would be experienced 
Under the existing system, the ordinary monetary 
accommodation is withdrawn from Trade at the very 
times when it is most urgently required The Bank 
turns its back upon Trade : the Act saya, " No — you 
cannot have your bills discounted upon any terms," 
even while there are six or seven millions of gold in 
the Bank. When the Bank has exhausted its powers 
of issue as restricted by the Act, it has still these mil- 
lions of gold on hand, — yet not one sovereign of that 
immense sum can be used by the Bank, either for dis- 
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counting purposes, or in discharge of its banking 
liabilitiea. The reserve, in fact, a^ establialied by the 
Act, is useless. Yet for the sake of keeping up an 
inert deposit, these millions are withdrawn from bank- 
ing purposes, and the whole commerce of the country 
is periodically sacrificed. It is not Trade that peri- 
odically becomes insane, — it is our Monetary System 
that ever and anon becomes inadequate. A drain of 
gold occurs— or, it may be, a crisis in some other coun- 
try temporarily embarrasses our traders : thereupon 
the Bank of England refuses to assist these firms — 
raises its rate, — depresses the markets, — a^;ravate3 
the difficulty ; the other establishments stop discount- 
ing, and Trade is brought to the ground. This, in 
brief, is the position. How long is it to last ? 
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436 APPENDIX. 

Ab a general rale, the London joint-stock banks pay intenst 
at the Tate of 2 per cent on the mJTiiTiniTin monthly balance dT 
Current-accoimtB which do not at any time fall below j£M)0 dur- 
ing the half-year ; and 1 pef cent on such accoimtB when they 
fall below ^SOO but not below ;£200. On Depoait-acconnte, 
which cannot be withdrawn without a week's notice, the joint 
stock banks pay interest at the current rate of the day — u &, at 
the miiumnm rate of the Bank of England,— piorid^ that the 
rate do not exceed B per cent. 

Of the banks whose balance-sheets show the amount <^ in- 
terest paid to customers, only one (the London and County) gives 
also the true amonnt of ile customeia' balances (as distingnishnl 
from Acceptances, &c) ; therefore Uiere are no adeqtuite data for 
ascertaining the exact percentage of interest paid by these hanki 
on the money intmsted to their keeping. In the case of the Lcm- 
don and County Bank, where the requisite data are given, the rate 
of interest paid to cnstomero amounts to only {ths of a per cent 
In the case of the three other London banks given in Table IL, 
the rate of interest which we have conjectnrally assigiied W 
them is greater — varying from 1 to 1 ) per cent : but our calcu- 
lation is made on the supposition that the amonnt of " Accept- 
ances" held by these banks is as liu^, in proportion to their 
total so-called "Deposits," as that held by the London and 
County Bank, — should it be leae, then the rate of interest which 
we have assigned to them is too high. One per cent, or at 
. most 1^, appears to be a safe estimate of the average rate of 
interest paid by the London jointrstock banks upon the aggre- 
gate money of their customers, during the last half-year. 

The Scotch banks, on the other hand, pay interest on every 
sum intrusted to their keeping, whether large or smalL They 
now divide their Deposits into two classes ; in one of which the 
interest is calculated on the daily balances, in the other, on the 
minimnni montiily balflnccs, — a higher rate, of comse, being 
allowed upon the latter than upon the former. In one bank 
(which has obligingly fovouied us with statistics) the latter class 
comprises rather more than one-half of the whole depouts in 
the Bank ; and it is also found that a current-account calculated 
on &« ni''^'""!"' monthly balance shows one-twentieth part 
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leaa than if calculated bv the daily balances. In other worde, 
mippoBe the daily balancea show a cuatomer's account to have 
averaged /200 throughout a month, the mininiTiTn balance foi 
that month would be ^190. 

During the last half-year, the Scotch banb have pud a fixed 
rate of 3 per cent interest on cnrrent-acconntfi calculated on the 
daily balances, — and 4^ on deposit-receipts and current-accounts 
calculated on the minim nm monthly balances. And as it is 
found that the sums deposited with the banks are divided 
between the two claasea in nearly eqaal proportions, it follows 
that the average rate of interest paid by the Scotch banks 
during the past half-year has been 3} per cent 

The results of the comparison between the English and Scotch 
^sterns of banking, as shown in Table IL, may be summed up 
tJinH: — 

I. The Scotch banks pay to their coHtomers a greatly higher 
rote of interest upon the money deposited with them than the 
English banks do : the Scotch banks at present paying at the 
average rate of 3j per cent, and the English banks about 1 per 
cent. 

II. The Scotch banks keep latger hanking reserves than the 
London hanks do : the average proportion of reserves to liabili- 
ties kept hy the four London banks being 20 per cent ; whUe 
that of the tliree Scotch banks averages 33^ per cent. 

IIL The profit of the Scoteh banks amounts to 11^ per cent 
on their pud-up capital, while that of the English banks amounts 
to 30 per cent. 

Hence it is manifest that the Scotch system of banking gives 
much greater advantages to the public than the J^^'gl'i't' system 
does. And, as a natural consequence, the English system yields 
larger profits to bank-proprietors than the Scotch system. 
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No. r. 

Table ahon-ing the ohuigeg in (he Bank of EDgUuid'i ntle of 
discount from 1695 down to the paamng of tile Bank Act in ttie 
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toneonsl J held by the Bonk aubacquent to 1622. 
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No. II. 
Tablb showiDg the changes in the Bank of England's 

rate of discount aubsequentto the paasiag of the Act of 1944; 
and also the amount oE coin and bullion held by the Bauk '^ 
the date of each of these cbauges. 
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The high latefl of discount chained by the Bonk of EngUod 
during the last twelve nionthe, call for a parting word of 



Loud complainte are made at preaeut in regard to the costly 
armamenta maintained by the Great Powers of Europe, which 
burden Industry by means of the heavy taxation which they 
occasion. But does it never occur to our economists and re- 
formers, and to all who have the welfare of industry at heart, 
that there is a belligerent monetary policy eatabliahed in thb 
country, hardly less detrimental to the interests of industry and 
to the welfare of the masses, and which could be more easily 
dispensed with than the defensive armamentB of war 1 

Ever and anon the Bank of England makes war upon all 
other countries, either in defence of its own stock of gold, or in 
order to gain possession of theirs. It makes war upon them by 
eiorbitautly raising its rate of discount. How far such a pro- 
cedure is called for, we have diacuased in the body of this work ; 
we here allude to this belligerent policy for the sake of point- 
ing out its results &om an international point of view. 

Its only rMult is to raise the value of money thronghout 
Europe, and thereby to oppress the industry and check the 
commerce of other countries as well as of our ovm. The Bank 
of England does not now obtain its object. Whenever it tries 
to rob other countries of their gold, the banks of those coun- 
tries retaliate, and efTectnally defend themselves by raising 
their rates in proportion. Then up goes the Bank of England's 
charge stUl higher, — and up in turn go theirs. And so the 
position, quoad the possession of gold, remains unchanged. But 
a great change is thereby made in the profits of banking, and in 
the condition of Trade. 

This policy of war, howsoever the banks may profitably play 
at it, is most detrimental to Industry. It abnormally raises the 
rate of discount throughout Europe, — the banks get increased 
profits — and the commercial classes are plundered. 

" Quioqutd delimnt regei, plecbmtur AohiTL" 

However mad, in a monetary point of view, may be this war 
of the banks, the commercial claswa of each country have to 
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pay the cost of it The iDtemational conflict ia earned on — tlte 
B8Jik of England ever acting on liie offenrive, and charging the 
highest rates, — until Trade in this country fairly breaks down. 
And then the money which the Bank could not get from other 
countries, accumulates in its coffers simply because our own 
industiy has been paralysed, and no longer needs so much 
money to carry it on. 

Surely it is time to put a stop to such a policy — bo needless 
and BO injurious— which obtains no advantage for any country, 
but which inflicts injury upon them all, — and which simply 
profits the banks of Europe at the coet of the commercial and 
workin;; classes. 
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APPENDIX C. 

The Cbisib at Hambobq m I8S7. 

1%e following account of the remarkable monetary raJas at 
Hambuig in 18&T, is token from Fenn'e BntuA Funds (eighth 
edition), pp. 266-267 :— 

" The commeicial embarrasBmentB in the United Slates, the 
BOBpenBion of sererol London houses closelj connected vith 
Hambmg houses in the Swedish trade, brought down in No- 
vember and December most of the faooBes engaged in the 
Swedish, Norwegian, and Danish tiada A state of things noff 
ensued never before known in Hambur{]; ; confidence was en- 
tirelj destrojed, and it was thought imperative that the State 
should interfere. 

" The Bm^iBchaft empowered the Senate to advance Govern- 
ment bonds, to the amount of ;£1,200,000, against the deposit of 
goods ; and passed a law suspending, nntU April 1, 1858, the 
bankruptcy laws in favour of such houses as conld show that on 
the day of suspending they had sufficient means to justify the 
belief that they could, if time were allowed, meet all their en- 
gagements, and allowing them to wind up their affairs under 
administration, with the consent of the majority of their 
creditors. But these measures of relief were found quite inad- 
equate; the panic was so great that the Government bonds 
thus issued could not be discounted ; and on no security what- 
ever would capitalists part with their m^ney. 

" At last, after many discussions, on the 6th of December, the 
Senate finally proposed that a, silver loan of ^1,125,000 should 
be contracted for ; and that, in the mean time, a depotdt of 
Oovemment bonds and railway shares, to the amount of 
£375,000, should be placed in the public Giro Bank, and the 
sum BO represented employed by the State in discounting good 
mercantile bills. The propoeal of the Senate was acceded to 
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by the Burgewchaft ; and ehortly afterwarda the Auatrian Qov- 
enuoent agreed to advance the loan wanted by the Hambatg 
Senate, which the Fniaaian Oovemment had peremptorily 
refnaed to do. 

" But even this measme of lelief did not leatoTe confidence, 
though there were laige atocka of ulver in the hands of capital- 
lists, owing to the diead generally entertained tiiat some of the 
leading hoiues in Gbimbaig and Altona would not be able to 
meet their engagements. When, therefore, 10,000,000 of 
marcs Banco in silvei^-paii of the 17,000,000 marcs loan 
advanced by the Austrian Government— amved from Vienna, 
the Senate, to whom the houses thought to be in difficnlties in 
the mean time had applied for assistance, called another meeting 
of the Burgei«chaft, and proposed that the latter sum should be 
intrusted to a secret committee, which should be empowered to 
lend the same to the houses in question on good security. This 
proposition was agreed to ; and on the 12th of December, im- 
mediately that it was made known that the assistance of the 
State would enable the leading houses to f ulfil their eiLgagements, 
the panic ceased,— and money became so abundant liat in the 
last week of December, the Oovemment bonda iasned aa the 
first measure of relief, which in the be^nning of that month 
could not be discounted at 15 per cent^ were readily taken at a 
discount of 2 to 3 per cent, and bills on houses of undoubted 
credit were discounted at the same rate. 

" Altogether about 230 Hamburg and Altona houaes auspended 
payment in the months of November and December 1857. Of 
this number 178 houaes (nearly three-fourths of the whole num- 
ber) availed themselves of the law of the 2d of December passed 
to aid the winding up of the afiairs of suspended firms under 
administration. About 50 were declared bankrupt, and the rest 
made private arrangements with their creditoia. The bill lia- 
bilities of the suspended finns wa« bett«i met than was at flist 
eipecled." 
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APPENDIX D. 

What la a Poijkd ? • 

"Thk mun object" of our p«sent corrency sfstem, as lega- 
l&ted by the Act of 1844, mjb the recent Report of the Select 
Committee, " was undoubtedly to secure the variaHon of the 
paper currency of the kingdom according to the same lam by 
which a. metallic circulation would vary" Variation ! what a 
strange principle whereon to liase a cuirency. Is not the prime 
requisite of a currency stability of value T And, in the fitLce of 
this truth, how is it that our Btateamen adhere to a legisla- 
tion the avowed object of which is to base the whole ctuT«ncy 
of the Idngdom upon the principle not of stability in valne, 
but of fluctuation f At first sight there seems a gieat mysteiy 
here, — namely, as to how men of good sense in other respects 
can be found supporting so pemicions an abeuidity. But 
tliis proceeds from a mistake often witnessed in the history 
of nations, especially at times when the progress of society is 
becoming fettered by institutions which once promoted its 
giowtL Our statesmen now err by mistaking a means for tie 
end. Gold, which ia bat one form of money, they have come 
to regard as the sole form : and hence, believing that nothing 
but gold can constitute a currency, they are forced to accept it 
with all its defects, — or indeed even i^^ard these defects as 
worthy of respect, becsnse necessary parts of what tliey con- 
ceive to be on indispensable system. 

If those statesmen would either cast their eyes back inb) 
histoiy, or lift them to view the world as it is, they would dis- 
cover their mistake. Let them, for example, turn bock to the 
origin of Money, and consider the state of things when gold was 
first adopted as a form of that most useful handmaid of com- 
merce. Was there not as much controversy then in regud to 
gold-money as there is now with respect to paper-money? Most 
assoredly there was, and must have been, Oold-money has been 
wo long recognised in this and the other coontiiea of the Occi- 
* R«iHiiit«dbom the£iMhu^l^iA>(rftMrof Julyand AugnatlSH. 
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dental world, that no one questions its validity as a medium of 
ezchang& ; but when it was first introduced, the difficulty of 
getting it accepted was doubtless &r greater than that which 
was experienced on the introduction of paper-monej' amongst 
Ufl a century and a half ago. 

In Greece and elsewhere, the earliest coinage is said to hare 
been inJitituted to represent the value of cattle ; — jost as in 
theit State of Utah the Mormons, from a dearth of the pre- 
cious metals, lately established a paper-curreac; based upon a 
like standard. Of old, as thus in Utah, an os or a sheep was the 
measure of value, — becauae these animals fonned the chief wealth 
of the community, and were the moat common form of payment 
when trade was conducted on the principle of barter. But 
assuredly, in that primitive age, when a purchaser appeared in 
the market for the first time offering theae coins in exchange 
for goods, he would find few men ready to strike a bargain 
wilh him. We can easily conceive some bucolic poaeesBor of 
fat beeves turning with angty contempt from the proffered bits 
of yellow metal, and thinking himself as much a fool if he were 
to part with his atock for such glittering diosa as the mother of 
Jack the Qiautkiller thought her hopeful son when he sold her 
cow for a hatful of beans. " It is of no use to me," he would 
say, " of itself, — I can neither eat it nor drink it, nor turn it in 
any way to uae ; and as to what you say about other people 
being ready and willing to give me goods fi^ it the same as if 
this gold-piece were an oz, that'a all nonsense, and you had bet- 
ter nottry to 'come over' me in that style." The Lord Overatone 
of those times, with his wealth all in sheep and cattle, would 
have resisted any proposal to assign an independent value to 
those gold-pieces, — just as the great capitalist of the present 
time refuses to accord the slightest independent value lo pound- 
notes. Sir Robert Peel, in answer to " What is a Pound 1 " 
pulled oat of his pocket a sovereign ; the Peel of ancient times, 
in anawer to an analogous question, must have logged into the 
Senate-house an ox ! The Bullioniat maintaiuH that a note ought 
not to be allowed to circulate unless there is an equal amount of 
gold in the bank which issues the note ; his prototype in early 
times would have treated the gold-pieces in similar fashion 
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whenerer tiiej conld not instontiy be cotiTerted into oxen. He 
former, when war or panic t«mpoTaiilf disins away ouz gold, 
indsta that onr paper-money shall be dimimBlied in like pro- 
portion ; and the latter (had there been imch a being) mnBt 
have in like spirit demanded the destruction of the gold-mcmey 
whenever there was a mnnain amongst Uie cattle. 

It was only by a slow process at fint that gold-pieces came to 
be nscognised as a medium of exchange, in supplement to baiter. 
Eren when fully established in one dtyor commonity, otbet dties 
or states would for long refuse to have anything to do with it 
Commerce and ciTilisation in time did the work, — inducing one 
citji or tribe or nation after another to give up barter, or at 
least to supplement it by means of gold-money. Nowadays gold- 
money is established in credit all over the greater part of the 
civilised world, yet the proceaa is far from complete ; for, beddes 
baibaroua regions, in civilised China one-third of the entire popu- 
lation of the globe refuse to acknowledge gold as money ; and in 
India gold-money is not a legal tender, and has comparatively 
little place in the circulation. Whether, therefore, we look 
back into histi^, i^ abroad upon the world as it is, the truth 
is forced upon us that gold has no claim to be regarded as the 
imly real form of Money, — that it is not recognised as money at 
aU amongst nearly one-half of the civilised population of the 
earthy — that it circulates as money solely by force of social 
agreement, and that the same force may demonetise it at 
pleasure, or create other forms of money to supplement ita 
deficiency or compensate its fluctnations. 

Paper-money, the chief of the forma of currency which have 
been devised to supplement the defects of metallic money, is 
now going through the same course as gold and silver had to 
do in early times, and is as surely winning its way to general 
acceptance. Paper -money is beyond all question infinitely 
cheaper, as well as more portable, than metallic money ; and, 
by a due regulation of its issue, the measure of value in 
any country can alao be iept more steady in value than 
if the currency were solely based upon the predons met^ 
As a mere matter of cost (which is.but a trifle compared with 
the weightier points involved), the gold-m<»iey in circulalion 
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ilk the United Eisgdom, amouutiiiR to ahoat ^80,000,000, costs 
the coimtiy, b7 loss of interest and wear and tear, fully fire 
millions a-Tear, — a Bum which, if saved, voald prove a great 
aUeviation of the nBtional burdens, and an important agent in 
iliminiBliing the National Debt. But a still more important 
advantage from an improved nse of paper-money would be the 
means tliereby afforded of obviating the eztraoidiitaTy flnctna- 
tions to which our currency is subjected from being based 
entirely on gold-money. Paper-money has already established 
itself as a rtpraentatisie of gold-money ; what it most next do 
is to establish itself as a tvbgtitiUe i<a gold-money,— jmit as the 
gold coins of old, from bdng representative of oxen, became 
by-ond-by a substitute for them in commercial transactions, and 
inveat«d with a recognised value of their own. 

No one questions that paper-mosey would do perfectly well for 
the internal circulation of the kingdom. Bank of England notes 
lowered to £1 would serve all the purposes of the 80,000,000 
sovereigns circulating amongst us, besides possessing many great 
advantages. But llien, say the objectors, if the domestic circula- 
tion be permitted to become one of pape^'money, how ore we to 
meet the foreign exchanges 1 Our paper^money will not circu- 
late abroad, and if we keep no gold in our own circulation (say 
they), how are we to get it when we want to send money to 
other countries ] Now — even putting out of view the fact that, 
whatever amount of sovereigns be circulating in this country, 
they are quite unavailable for sending abroad unless we issue one- 
pound notes to fill their place and allow the domestic trade to 
he canied on, — there ore two sufGcient answers to this question. 
One of these may be mode in Scotch &ahion, by ssking another, 
.—namely, how this country managed from 17S7 to ISIG, when 
there was hardly a guinea in circulation I Hiat period was 
the most perilous and trying which the British empire ever 
came through — it was a period, too, remarkable for a great ex- 
pansion of OUT trade and commerce, — nevertbeleas, although 
gold-money had almost disappeared from circulation, no difS- 
culty was found in settling the foreign exchanges, and the Qov- 
emment was even able besides to obtain Urge snms of metallio 
money to pay and feed our armies abroad and to subeidiie those 
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of other States. Where, then, b the difBculty of procorijig 
gold, though the domestic circulation coneiBt of paper-monef 1 
It is merely imagiiiaiy. Oold maj he hought in the market 
like any other commodity. Indeed the " difficulty" anticipated 
hy the Bullionists in regard to gold already exists, without pi«- 
dacing harm, in regard to Hilver. With no two countriee in the 
world are the exchanges so perpetually against us aa with India 
and China, — and with both of those connbrieB we must settle the 
exchanges not in gold hut in silver. Yet we find no difficulty^ 
in gettii^ the stiver, — and there would he juBt as little in get- 
ting gold, though not a sovereign were in circulation in this 
country. In fact, hy dispensing with the use of gold in our 
domeetic currency, then would just be so many millions more 
of the precious metals thrown into the markets of the world. 

The other answer ia, that if a Byst«m of papomoney poSBessed 
(dejare as well as de/Mto) of an independent value were fully 
established in this country, that very fact would tend to make 
oui notes acceptable to a considerable d^^ree even in foreign 
countries ; and that acceptability would go on increasing year by 
year, as the intenmtional bonds of commerce are drawn closer. 
At present, by Act of Parliament, we expressly take away de 
■ jure from oni paper-money the value which it has de facto ; and 
foreigners would be fools indeed if they were to attach to our 
paper-money a value which we ouiselves (or at least our Acts 
of Failiament) repudiate. Nevertheless, if any one go to Paris 
with his wh<de money in Bank of England notes, he will find 
not the least difficulty in getting French coins for them at the 
money-i:hangers,— 'just as he requires to do with our shiUings 
and half-crowns and sovereigns, which he has to commute into 
francs and the other coins of the country. In fact, in process 
of time, as the various European States are drawn into stiU 
closer commercial relationship, we have no doubt that a "Bank 
of Europe " will he established, whose notes will pass current as 
a means of settling the exchanges, just as bills of exchange do 

" What is a Pound sterling 1 " was the question which puzzled 
our legislatois in 1844, and which seems to puzzle them yet. 
After long consideration. Sir R. Feel declared that he could see 
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BO answer to the queatioo except that " a pound was a eorereign, 
and nothing f»U a aovereign." The answer ia an intelligible 
one, inaamuch as the idea is expressed most phiinly ; and it has 
alao a "very practical look about it, which doubtleas did much to 
win for it the ready accept«iice it met with &oin the Senate of 
the most piactical-miuded people in the world. But the idea 
itself is only half-true, and in many important respects » cal- 
culated to mislead. The sovereign unquestionably is a pound 
sterling, but we deny altogether that a pound is and con be 
nothing but a sovereign. Common folks, who are not bo up- 
lifted by theory as to be blind to the facts around them, have an 
idea that twenty shillinga ara quite sa much a pound steiliiig 
as a soveieiga ia ; and bo they ate, although payment in silver 
cannot now be forced upon any one save to the extent of forty 
shillingB. Nevertheless, with this arbitrarily and recently 
imposed restriction, twenty shillings aie quite as much a pound 
sterling as a sovereign ia. We have also ^e idea that a pound- 
note ia a pound sterling ; and as long as the bank that issues it 
is solvent (t. e., has the right to issue it), that piece of engraved 
paper will buy quite as much com, or coal, or labour, as either 
a soveieign or twenty shillings. 

If a sovereign be a pound sterling, it is only becaose the will 
of the nation has made it so. The pound has existed foi centu- 
ries, — the sovereign is a thing of yesterday. Our fathers, or at 
least OUT grandfathers, knew of no such coin. Twenty shillings, 
or a guinea minus a shilling, was theii pound. And in the pre- 
vious generation, silver waa the standard-money quite as much 
as gold was, — or more so. That was the case a century ago. 
In earlier times the case was still more different from what 
it is now. The pound sterling was originaUy a pound of silver. 
If that standard hod been retained, the pound would now have 
be^i worth four sovereigns, — for, according to the present rela- 
tive value of gold and idlver in Europe and America, it takes 
£A to buy a pound of the latter metal By mnVing a soveieign 
to represent the pound sterling, therefore, a great change has 
been made — gradually and almost imperceptibly as oui mone- 
tary wants required, but still a very gieat change. The ancient 
money - standard of France, the Iwrt, underwent a similar 
2v 
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change. In &ct, it u the cammonest thing in the vorid to find 
that dioQgh the monej-HtBjtdard of a countiy pTeaervea its 
ancient name, it ha£ entirely lout ita original value. In Clasdc 
ages the money-pieces vhich at fint got their name &oni being 
equivalent in value to an ox at a aheep, in pcoceaa of time 
entiielj d^arted from that standard. So invariable is this 
process, and so characteristic of all monetary sjstema, fiotn 
the most developed down to those but little removed from the 
BTBt^m of barter, that we find it illustrated even among the 
Negro communities of Central Africa. In Kukawa (the capital 
of Bomou) and sumiunding district, the same thing has hap~ 
pened to the pound of copper that with ua baa happened to the 
pound of silver. " The ancient standard of the country — vii^ 
the poond of copper," says Br Bartb, "has long since fallen into 
disuse, though the name (rott) still retnains." The price of 
commodities is atill reckoned in the roll, or pound, although 
the pound has disappeared from the currency. He tella us that 
aa copper became inadequate to the wants of trade in that not 
very civilised but manifestly sensible community, cotton-strips 
of Si certain size, and cotton shirts of vsiions qnality, came into 
use as a Bnpplementary medium of exchange ; and of late another 
form or species of currency has been added to these— namely, 
cowries (shells), which were introduced hy a foreign tribe which 
now constitutes the ruling race in Bomou. Still further, Euro- 
pean commerce has introduced also the Austrian and the Span- 
ish dollarE, — and, what roay seem strange, yet has its parallel in 
other ports of the world, the former of these coins, though of 
less intrinsic value, is better liked in Bomou than the latter.* 
Here, then, let it be observed, we have an original ataadard of 
copper, the name of which is preserved (just as our pound is) 
tbongb the thing itaelf baa disappeared from the currency; and 
in lieu of this extinct form of money, we find cotton-etrips and 
cotton shirts, shells, and silver coins, all adopted by the people. 
Startlingly various as are these forma of currency, Utey all agree 

* In the ports of Cbins the rsvene it the case,— the Spanish dollar, 
from being better known, bringing a highar price in proportion to tha 
aiiKiunt of silrer whiah it contsini than any other of our Europoan 
forms of lilrar-moDer. 
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in thiB, that they are Kci^iHed bj the people bb mediuma of 
exchange. And Aig ii the tole indupenaable requigiU of any 
form of Mowy. Doulitless, the cotton-Btrips at firat circolated 
eimplf a« representativeB of the pound of coppei, and the 
cowrie-shells as representatives of the cotton-strips ; but, bj- 
and-by, as the strips and the shells became fully acknow- 
ledged as measures of ralne and mediums of exchange, they 
acquired a perfectly independent value of their own {as 
pound-notes have S^ facta willi us). And mark this. The 
cotton is useful — the dells ore useless: demonetise the for- 
mer, ond it will still pOBsess a value, — demonetise the latter, 
and they will be wholly worthless. Yet both circulate on equal 
terms. Why) Precisely because each, though widely different 
in intriiiBic value, is rqualit/ aeimowUdged at currency by the 
people. Now, cowrie-shells are just our paper-money in another 
form, though a much less perfect one. And thu!i, in this little 
State of Centfttl Africa — in one of the most boibarous i^ons 
of the world — we find, fiistly, aa extinct and now merely 
nominal standard of value, precisely analogous to our pound 
sterling. Secondly, we find there, as in a leaser but not more 
reasonable form in this country, that the acknowledged repre- 
sentatives of that standard aremodiSed from age to age by the 
wonts of trade and the circunutances of the people. And, 
thirdly, we tind that currency to comprise various elements — 
vis., (1) the precious metals, and (2) the principle of paper- 
money, blended with (3) a form of barter which is very con- 
venient to that African community, — just as silk-pieces form an 
established medium of exchange in the civilised and highly com- 
mercial empire of China. Principles eipresa themselves by 
different names and in different forms in the various parts irf the 
world, but the principles themselves (whether commercial or 
political) are wondrously akin. 

What do these things teach us? Whatdothe widely different 
forms of currency existing in the world, and the various changes 
from age to age in the currency of every country, suggest if 
not this : — First, that anythmg may be made currency, if the 
people agree to acknowledge it as such j and that many very 
different things may coexist aa currency, and be equally valn- 
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alile as Buch, if the people decree or agree to accord to them equal 
recognition as mediumB of exchange. Secondly, a review of tlie 
monetary ajHteins of different countries shows that all nations 
modify, and introduce new elements into, their currency from 
a^ to age, in accordance with the commercial wants and altered 
circumstances of the community ; and also that thoee States 
will thrive best who act intelligently upon this principle, and 
avoid the folly of allowing the swaddling - dothet of theii 
infancy to become fettera upon their advancing grow^ 

If we now repeat the question, What is a Pound) we think 
the reader will hesitate to affirm the dogma of Sir B. Feel that 
it is and can be nothing but a sovereign. Some generations 
hence, owing to tht: progressive expansion of commerce and 
greater enlightenroent on the part of our community, the pound 
sterling may be manufactured out of something much less costly 
than the present sovereign, though holding an equal recognised 
value, and, we doubt not, subject to fewer fluctuations. The 
pound sterling, in truth, is just a measure of value, as the yard 
is a measure of length, and the pound avoirdupois of weight. A 
pound sterling is no more merely a piece of gold, than a yard is 
a piece of wood. A certain length of wood, and a certain weight 
of gold minted in a certain form, may be representatives of 
those measures, and the medium through which they are applied 
to the uses of life; but other things may represent thoee meas- 
ures as well. A yard will be a yard whether it be represented 
by three feet of wood, of iron, or of cotton tape ; and a pound 
sterling will be a pound sterling whether it be represented by 
gold, silver, or paper. As Length is an abstract thing, and its 
measures possess little or no value apart from the things meas- 
ured ; so Value is likewise an abstract thing, and its measures 
alsd need not possess any value apart from the things which 
they serve to measure. This is the true statement of the case. 

Commerce is a game which all the world is playing at, and 
Money is the counters by which the game is carried on. Differ- 
ent nations use different kinds of counters ; and it matters not 
of what those counters consist, so that they possess a recognised 
value in the sphere within which they ore meant to drculate. 
lite busineas of the world ia to buy and sell, and our relative 
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position u detemuned hj the iiuint>er of coanters we hold: the 
more connteTB, the moK hind or labour or luxuries ma; be pur- 
chased. And, manifeetly, the less coetlj those counters are, the 
better. If & set of men were to ineUt upon playinR whiat with 
pearl counters, what better would the; bet Would the costly 
pearla better show the relative mccess of the players than if they 
used counters of paper or bone) Certainly not And we tnut 
the British nation will speedily leam to apply this principle 
as a means of improving its cnrrency, — which is at present not 
only most costly in nuderial, but, what is far worse, liable to 
sncb sudden and eicessiYe fluctoationB in value aa to violate t^e 
very first requisite of a currency — iiamely, stability of value. 

If we calmly review the circumstsnceB of the late crisis (of 
1807), from its origin in the roUway panic of the United States 
(greatly caused by the organised bearing operations of certain 
journals and speculators), which quickly extended to the whole 
commerce and banking of the Union, producing not only a sdh- 
pension of payments to, but also a drain of specie from, this 
country, and thereby, under onr antiqnated currency-system, 
creating a similar but still more disastrous crisis in Great Bri- 
tain, which thereafter extended into France, Northern Oemiany, 
Denmark, and the Scandinavian kingdoms, besides sending a 
lessening wave of disaster to far California, Bio Janeiro, and 
Australia, — we think it will plainly appear that the ** overtrad- 
ing," upon which so much stress has been hiid, was merely the 
driblet of powder forming the train, that the panic in the United 
States was the spark which fired it, but that it teat the defective 
turrtncy-tyttem qf the timet that formed the combtulibU matt 
which bltie the commerce of one-half qf the civUited world into 
the air, and has paralysed the scared survivors ever since. Is 
it not a remarkable fact that it was precisely amongst the nlost 
civilised nations that the shock was most felt and the disaster 
greatest t What does this meant It was the States most ad- 
vanced in commercial enterprise and civilisation — Great Britain, 
the United States, and Hamburg, — which proved most signally 
nneqnal to the emergency. How was this t It was because tn 
our eommtrcial progrett, all partt oftke fabric have Ttot ad- 
vaneed abreait. While Oomtnerce hat been advancing rapidly, 
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«i(r monetary lytlem hat lagged behind. WMle Trade hat been 
estendiog unmeiuelj', its Bnpports are restricted bj prindplea 
suited only to a put and less developed state of things. Thin is 
the fundamental cause of the conBtantly-iecmruig ctiaea of the 
last five-and-thirty yean; and the increased severity of each 
new catastrophe is just because every ten yean oax fettered 
monetary system is proving more and more inadequate to o«ir 
expanding trade. The evil is not confined to onr own shores — 
other nationH likewise feel it, — bnt we anfTer ofteneat and moet 
severely ; and this for two Teasonii — (1) becauge out currency- 
system is more fettered than that of any other country, and 
(S) becanae, even if it were not, our commercial syEtem is fo 
much more developed than tbein, that it sofTen mote from the 
ehackleg of an antiquated system. 

What, then, is to be done ? Are we to attempt to shut oar 
eyes, and abide by on impracticable system I Or shall we 
not lather revise oar opinicois, and review the whole qnes- 
tion, in order to bring oar monetary system abreast of the new 
en of developed trade and commerce in which we find oar- 
selves? A centnry and a >i«lf has elapsed ^ce banks and paper- 
money were established amongst us. That was a great step, 
' Only a few able heads foresaw the wisdom of that measure, — the 
majority of wonld-be aathoritieswere against it, foreboding from 
it disaster ; and nothing but the necessities of the State sufficed 
to secure its adoption. A similar advance is needed by the na- 
tioo now, though doubtless it will encounter similar opposidoo. , 
A century and a half ago, we had arrived at a point when the 
supplies of gold-money no longer sufficed to permit of the fur- 
ther expansion of commerce ; and the alternative was, either 
that the nation, though increasing in population, should remain 
neariy stationary in tiade (the greatest calamity that can befall 
a people), or else that some means be devised for supplementing 
Qie supplies of gold in such a manner as to permit of further 
expansions on the part of trade, and of increased employment for 
the peopla The institution of banks and paper-money accom- 
plished that end. 

The problem now is an infinitely easier but not lees 
urgently needed one. We have outgrown the carrency-eysteni 
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that sufficed a ccntniy ago; and at the same time, misled by 
false theimes, we liave abandoned the principles of eommon- 
senae and gtatesmanlilce wisdom b^ which our fathers adapted 
that s7st«UL to moet trying circumstanceB and exceptional times. 
We have gone backwoida. The Act of 1844 places ua in a wotae 
condition, as regards the cunrency, than we were a century 
^o. Commerce grows as well as population, and monetary in- 
stitations need revision from age to age not leas than political 
ones. Sven if the Bank Act had not been passed, a. time wonld 
have come when the currency-system of last century would have 
proved inadequate to the altered circumstances and expansion of 
trad& But that retrograde Act — the principles of which might 
have been suitaUe in the 17th ceatuiy, but were repudiated as 
antiquated by our grandsires of the 16th, and which are still 
mate oat of place in the middle of the 19th century — is the 
grand error which we must first remove. 

Paper-money during the last century served the purpose of 
supplementing the inadequate supply of gold-money in ordi- 
nary times : what it must be nuule to do now is, to supplement 
also that deficit in extraordinary times — or rather in times 
which, though once eitraordinaiy, have now become common, 
or at least of steady recurrence. It was only in times of war 
that our fathers, the men of the past generation, found their 
currency 'System inadequate; and at auch times they boldly 
altered it, as they did not choose to be strangled for the sake 
of a theory. But commerce baa so greatly extended in our 
day, so many nations now eagerly et^^age in it, that a dniin of 
gold -money, which formerly used only to occur in limes of 
WOT, has become a steadily recurrent feature of our cam.- . 
mercial history even in times of peace. Every ten years such 
drtuns are becoming more certain in their occurrence, and more 
terribly severe in theii consequences. They have become or- 
dinary occurrences, and must be provided for in our ordinary 
te^atation. To equalue thote temporary Jiuctuatumt — to tup- 
pleiiunt the tudden ebbt of gold-monejf from our dwra untii 
it have time to return — it the prime and mott urgerd want of 
our monetary and oommeroial tyatems. There are various ways 
in which this may be ioDt, and it .is of comparatively little 
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inoment which of these be adopted. But let it be done. It 
required a gieat war, and Krious neceauties on the part of the 
State, before die founders of the Bank of England coald can; 
their point, and introdace amongtt us the blesaingB of banking 
and paper-money, to which our wondrous subseqaent proeperi^ 
has been mainl; owing. In like maimer, we believe that another 
great war, and the pres^nre of State neceesitiee, will be needed 
before the errors of the Bullionist-theoiy will be iuUj recog- 
nised, and the monetary refonn which we advocate be intro- 
duced. But as to the ultimate triumph, of these viewB, we 
entertain not the slightest donbt It will come as ceitainlj t» 
the end of the present centurj, — and we trust more speedily. 
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THE NEW KEVOLUTION; 

OR, THE 

NAPOLEONIC POLICY IN EUROPE 
R. H. PATTERSON. 



Page 233, ^hteentli line from top, dclele " a Bum eqiul to double the biuiubI 
LvingH of the nadoD in 185T." 
Page 286, sirth line from top, for "bonus" rtad "loans." 



cODliileace in proDoundng theie arlioles oinoiif' the ablwt contributions 
ever made to joumaliBm, and in aayinK that Ur Pattsnon Mould b« a fu- 
tingnisbed biitorian it be irera not the diitinguiebed editor of a Toiy 
nempeper. Hie i^le la clear, uerrout, and diguiGed, admirably adapted 
to the treatment of a grave hiitorioal nibject, and riung at uniM into 
noble Uwugb ohastoned eloquence. 

Illiutratad London Vtw*. 

The remarkable feature of the papen of wliich the volume conaisti ia, 

that most of them ware writtoD at a time when the clrcumBtanoes which 

thej dwelt on were either uathaug-bt of or dUregarded ; and therefore >ub- 

- sequent erenta have given to them a oharactw of preaciauoa whioh rieei 

almost to the height of prophecy. 
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KttophiU'i Idlnlrai^ ywgwilaf 

If Mr FattanOD'B merit! tu A politiokl writer be jadg«d of by tlie tmth- 
fulueu of his apeculatloiii, bs will bs foand to hlva •carwlv a compeer. 
Id bia &rticlaa in > Blackwood!! HaguiDS,' >lmo*t ereir (tep tbat Napoleon 
baa taken wag predicted, and almost erery political erent foreataJlad. . . . 
The profound obafirratioTia which thla book oontAina, and the TigoronB 
Idlomatio ntjie in which the; are eipresaed, will iatareet the reader. 

Bdl-a TMUf KeMtBgn. 

Whatever may be the erentna] coDnequenoMi to Europe of the modem Na- 
poleonic pa!ic7, it can never be said that t^ere are not aome far-seeing men 
on thia side of Iba Channel who have not, from the verj first moment of the 
Imperial career, marked its tendencies, and ffiven waming* of the aatiirsl 
raaulta to be Bntidpated from iti eitraord^uuy manueuvres. In all our 
experienee we do not think we have met with one of these who has so 
tboroughlr aocatnpliahed that purpoae aa Ur Patterson, the author of the 
book before ua. ... At the oloae of 1856, Ur Patterson thua wrote of 
the proapects of peace, and of the uauaea which mult eveDtuallf induce war, 
the force of which has now the reality of a fulfilled predlotioQ: — . . . 
Thia very important book ought to commend itnlf at onoe to ereiy 
Kigliahman, and obtun boata of readeni. 

Tka BriUth CaBtaormiillrt. 

A masterly eipoaiUcn of the designs and tactloa of Napoleon III. It is 
fall of cogent reasoning, singularly lucid eiplanationt of^the means, pur- 
poses, and reaalta of the Imperial manoiuvrea, and almost prophetio deduo- 
Uons from the past facts regarding future engenoiaa The -•—'- — ~ — 



A. Tohmie, which we may truly call remarkable, has juat been published 
by the Messrs Blackwood, It contains a masterly eiposition of the dengna 
and tactics of the Emperor of France. . ■ ■ A writer who ahows himself 
so thoroughly well acquainted with the subject he uadertahee, aa to be 
able to anticipate the oourse of events with such remarkable exactoesa, is 
entitled to be listened to with profcixnd attentjcn. He can have no inter- 
est or object but truth. Party leal will pervert a man's judgment, not 
strengthen and improve it ; but the judgment which shows iteelf to be eo 
olear and ccrract in its inferences must move in a aphere far removed from 
the distortini^ medium of mor° *»--^- '* *- '-**■ ***■- "-».-■" *kat ora bhuiM 
invite attention to the remai 
N^nleon aa here unfolded. 



"The New RevoluUon" prooeedsfrom a pen to which one of our weekiT 
oontemporaries has of late been deeply indebted. . . . Mr Fatteraon dif- 
fers in one important qualiflcatlon of a public writer from the majority of 
those attached to the Conservative par^. They are too generally neglect- 
fiil of facts, somewhat careless of principle, and prone to personality- In 
the present brmAuri we are glad to notice that the writer's evident parly- 
biaa nerer leads him astray m thia direction ; and that even Mr Bright ia 
mentioned in a manner corresponding with the dignity of the critic 
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KoniilLff AAvmr timm ^ 



agne with th« autbors Bentimeau, uid wjUi h 
urm, b« will eojo^ a Tcry urasable duBLppointnieDL . . . Tt would be 
well for tha eountiy if lucji ■ Tolame u this, in •oma cheap end popular 
fbnn, could be tanttemd broadcnst throughoat the length and breadth of 
the laud, penieed and poudered bj everf thiokjui* nuui !□ the entire com- 
monitf. . . . The author U entitled to take Us place in the foremoat 
rank of the patriotic politjoioni of the present da;. 

d^niu Hvald. 

To writs coiitamporai7 hlator? is prorerbially an Iniunnountable diffl- 
ovltj. But the author of the present volume haa been enabled to write a 
penae« of contemporary hirtory with a general oorreotnera of outline, and 
a bniad truth of interpretayon, which there can be little doubt nil! etand 
the teet of future oriticiam, wheu time shall haie placed the world upoa a 
Taotofre-erouad from which to looic back upoa the Past as on a vast plain 
•itendadat its feet and riaible in every detail. . ■ . Although the k"d- 
«ral tone which pervadea the book is eminently calm and philaiaphioallT 
argumentative, the author at timea riaeii to an onuaual dl^T'^B of warmth 
and empbaais, and beoemea narroui and eloquent. 

n JuiM'i CbaikU. 

A very remarkable volume. . . . It is a graphic and almoat prophetic 
■fcetcb of tlie polloy and principles of Louis Napoleon. . . . We do most 
eameetly beg of our readera to etady Mr Patterson's work. It is tbought- 
thl, diipaaaionate, and stateemaolike. 

Utamuy Guatti. 

The style ii as Titcoroua aa we have ever met with, and the invective ie 
of the most powerAit kind. We itrongly reoommead the book to the at- 



Hr Patterson is right in looking upon Europe aa upon the vern of a 
Dew revolution— a great change in boundaries, govemmeDts, and ideaa. 
Mr Pfttteraon wall remsrki :— " The rights of man, as aadenlood by the 
Convention, was the idea developed by the Krat Revolution : the riffhta of 
nations, aa interpreted by Louis Napoleon, la the corollary idea which tha 
DOW Revolution proposes to realise. Bucha policj. if tmohecked by and. 

den accident or wiae oounteraotion, must, as Mr Pattt '"""* 

in a great war, in which it ia difficult to imagine that w 
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R. H. PATTERSON, 

Authoiof'Tbe New Bivolntion.' 



Ifot often, n>hethsr in pnwe or vene, does tha mat man commuid both 
"ChevisioD, aad tba faculty, divine." Not often la the original thinker 
aadowedwiui a flaent and fwoioatjns itjla, obichbtkea captiTe thecnnrd 
t^ ita beauty. Mr Pattenon has thui good fortune. He is an unqueBtion- 
ably oriraiftl thinker, whom «omo reiuloni might deem too daring ; and he 

He is a writer so fiiil of novel and unusual thouirhtB that he thnma them 
into Dotet, and encloaes them in parentheaM. Hit wiitins; in pictarial. and 
very full of oolonr, yet it ae»erlaoki precifflon, . . . We have hitborto 
made referODce only to Mr Patterson's moat thoughtful and philoaopbical 
eaaayB. But tha lolume Is diTsnufied with "light reading." "Genius 



, proee poem — and that of no common Idnd. 



uiil Liberty" is a delightful esaay, full of poetio ardour. "Youth and 
Summer " IB nothing less than a pro» . ., . . ... 

In "TliB BatUe of the 8tylfls"ls c 
and wisdom. Mr Ruskin'a delightfiii fallacies are trsatod with admirable 
humour ; and the despot of art is ss pleasantly Imntered by his reTiewsr 
as was Robert Montgomery by Maoaulay. . . . We can ainoerely oon- 
gratulateMr Patterson on bating by this volume shown himself as original 
a thinker on subjects of general History and Art as he bad prsiiously 
proved himself to be on the tKjntamporarr histoir which we call PoUtic& 
He has insight, logic, hu^pur, a noble and variable style— and oan claim 
entranoe by right to the first rank of authors of the day. 



:«". 



Id Hr Patterson's Essays we have a volume wbioh no dlBoeralng ntAm 
will Dpen only onoo. Fins appreolative taate and original observation are 
fODua united with range of tbought and rare command over the powers of 
tba Eogliih language. . . . Our iudgmeat leada ua to prefer his Historio 
diMKtaUona. And the treatise we should adduce befora all the rest in 
ort of tlie hvb opioion we entertain of the author's powers Is tbat on 
a National Life of China." For breadth and strength of handling. 
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complsteiiMt orgraip, judicioui uranf^ement □{ material, *ad luold (tyle, 
it ii amodsl of what *ucb aperfonnanos ouglitto ba. . . . It ii impoa- 
■Ibls to convs; in a brief apacs any adequate impreuion of a collecUon of 
p&pen written on a Tiristy of lubjecti, and boldinf; in eveiT page proofa 

of nnoaual reeeareb and capaoitj. ^' ' '"= "' ' "- °-" '" 

msrita, readera muat get hia vatum 

Macplwll'i EdInlmTrb 1 

A pbiloBOpher amorta tbat Ganiua is tbe power of attention, prodntang 
Originality. If tbis be bo, do one can bare a fairer claim to ita poaaearioD 
tban Mr Patlaraon, since all hia writings ai« marked by a moat itrildng 
originality, ici thougbt and in eipteesion, ... Mr nittorson'e preeent 
work is eiecuted with great literary ability. The stylo ie terse, rigoroua, 
chaste, pictorial, and lively. Tbougbtx, origina] and snggefltiva, stu-tlo UB 
and tbe matter ii at tbe most solid kind, — preaent- 



fng 



moat every page ; and tbe matter is of tbe moet solid kind, — present- 

1 atriking conttaat to tbe auperficiaUty nbicb characterises 

nea of a similar deaoriptioD. 

Berrw do* Denz XimdM. 



Cast UD plalrir aaaai alngulier que none a proeor^ la lecture des Euait 
reunii da M, Patterson. . . . M. Patterson eat aana douta uu bomme 
sup^eur ; et il eat loin do laiaser fairs ces instincts qai sont entr^ en lai 
par droit de naissance — cee g^ios de son tempemment: toujoura est-il 
qu'ila sont bieu en Ini. QuoiqaHl ait ausai gon cAt^ po^tique, c'eet on es- 
prit easentielleinent clur et logique,— qui aime k sp&ular, ^ embressardes 
Tastes eusemblee, at qui procMo volontiers par des sSriea oons&utiyeB de 
raisonuemants, — un espnt cbai qni ]o besom do oomprendre, d'ajpliquer, 
stde r^BUmer I'emporte d'une mnni^re dedd^ sur le seDtimeot et but lee 
Anotiona capricieuaes de nmagination. . . . On ne a'€tonne paa que aes ar- 
ticlea STir la politique Napolfoniontie (articles r£imprimft depuis en volume 
sous le titre da la /fonvtlU JUeoltUiim) lui aient valu la reputation de pro- 

Ebfate et d'iugeuieuT penseur politique. S^il luma k g^neraliser, e'aat en 
omme qui Toitvraiment (outsa les graudeadonD&H d'une queetion. . . . 
Dana sea instinDls, conime dans aon intelligence, il n'a rlen d'eiclusif. 
Catte disposition ^ recdre^le justice i. tons la sert bien dans ses apprj- 
eiatioDB. . . . Une des quality qui ont le plus oontrrbufi & sa sup^orit^ 
u'il est viril. II a la Bentiment de la rtidit^,— il ok la r^ardar en 

_. _... _,... _., — — ... _. _ iritar toutea lea oil 

'e saDtimoDtalitd, 



La leoturo de oe livi , , „ . 

Denture avec le piuoaau d'Apelle, de U acujpture avec U ciseau de Pbidiaa, 
del'arohitectareaTSO Is compaad'Iotiniia. . . . Ia nouveaut^ des aperens 
Aonne tout d'abord le lectour, qui ss prend k accuser I'auteur de mfib4>b;- 
wque ; mais bienttt il est fon6 de revenir sur jette premiere impresaiiui 
dovant la prauvo malb&natique. . . , Quant ou style, il est toujoors 
olair, mais toujours floquant— toujours simple et toujours attrayaot. Eafio, 
c^eat un de oes ouvrages qn'on ns lit paa k moitii, mais Jusqu'au bout, st 
qa'on ratrouio toqjours aveo plaialr. 

Till BrltUli Co nt roTK il iMit. 

In all of these Bnaysthers may be found able writing and profltable read- 
ing — profound thought, and ths iasues of a mind of smgularly pipliSa sug- 
fWltivaneH and breadth of culture — of a Datura of eioeilent orloiiial mate- 
lial, well euitured and trained. . . . The aaaayi on "Our &dlan Em- 
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pin" ud "India: ita Cutas uid Creeds," cootalii rd eitnonUmry 
tmoant of historical inforniBition, philos^hlcal ipecalstioD. political dii- 
GunioD, moral hicti, sad religiooa tuKgBatiaiu, evideDtly at onca the re- 
lulta of wide itudr snd of profound tbougfat. , . . The eaaay od Cfaina 
entan more oompMcl; into the state of thought, fsellng-, being, aultun, 
nod the influenoea of politicB oa thaaa, than an; book we have am read 
OQ the Mslchiaedeo of uatioua. 

IgftT wTn y Hml^ 

A Tolums of esmn of this kind is as rare as 

cause few men really qualiEsd tn deal with si 

kaowledKa cau write with auch power and elegascs as' Mr Pattanini ; 
acceptable, because modern essajB are, fur the most part, mere light eui- 
bltions of gonip for readers of mafmilnea. The paper* ia this Tolume ani 
very Tarieus, both in ohoica of. subject and in style of treatment ; but in 
them all are to be found traces of research sad of careful thought, com- 
bined with great freabneu and originality in oonveylng inrormatlon. . . . 
Theee Essays are worthy of tha most careful atudviiiot only of the general 
reader, but of tha soholar and the statesman. Tbaj are teanied without 
being pedantic ; amoaing without being trivial ; aod marked tiuoughout 
by purity and etrength of thought and unguage. 



IMlly understanding snd appreciating the refined and humanisiog pleaa- 
urea of taste. Mr Patterson reiele in a style copious and beautiful, r^ilete 
with hanuany and grace— at titnea simple yet poetic, ne'er affected, and, 
when flgnratiTo, free from all eiaggerated ampUBcation. . . ■ The 
reader, led away by ma^iflcent descriptions of the blue aboTo and the 
green t>elow — sapphire and emeniJd — imagines he is looking M thcae 
grand pictures by Turner (now growing mellow, and fast, we hope, eclipft- 
ing Claude's) : while he is only psrusiog Mr I^ttereon'a pages about the 
gorgBous eunaet— clouds and sky filled with richeet ooloiuing — brilliant 
eier-shlfting hua whioh at once dasile and mock. We are gratified that 
wehaToavritar — our author — able to wield a pen with as much effect ae 
tha oisver writer of "The Stone* of Venice." Mr Patterson's work does 
honour to the literature and mX of our uommon country. 

Tke WsDa. 

The tone of thought snd feeling in these Eeeays is se thanni|^lye)eTBted 
aboie commonplace, that they deserra attention from all with whom the 
banishment of commonplace in literature ia a thinc' aimed at or longed tor. 
. . . One of the beat of these Essayni* on "Realand Ideal Beauty." Ur 
Patterson has a fine feeling for true art. and propounds the theory of 
man's desini for Perfection as the cause of Ms loTe of the BeautifiiL He 
is opposed to the Alison aod Jeffrey "association theory," and haa much to 
say on tha aubject of the Science of Proportion, and on the Taluo of boIoq- 
tiilc method in Art-atudies. . . . Ur Patterson's mind ia not merely 
artistio. One of the best papers is on the Ethnology of Europe. The ac- 
count of the successive waves of races from the Blast, sweeping over Europe 
with more or less rapidity and oom^leteness, i* bettor than most similar 
accounts with which we are acquainted. It Is concise, dear, and well 
illuitratAd. 

Writing which maidy amuses is in these days so plentiful, that it ii 
quits refreshing to meet with wriUng which suggest*. Ur Patterson is a 
remarkably suggestiva writer — a theorist of no oommon order. . . . 



ibyGoo^lc 



OPIHIOKS 07 THE PSBSB. 7 

Thera Br« muiy porta of thil thonghttul sod BuggMtiTs book which we 
wret to Isave uonoticsd. Ic ia s volume which any one who hu ■ weak'a 
holld&7 ihould put in hii kcHpsBCk, lo that he may have freifa and ctut- 
ling thoughts while he ■ojourtu amid the solitaiy mouDtoimi or bedde the 
m^owa. 

neSUL 

Mr Fattenon'e Enaji wiU beiir oompnrison in almost every napfct with 
the bast oompotitloiu of the kind. They eihibit a Buatalned power and 
brilliaDcy whioh are higlity uncommon ; and for closely-packed infbnna- 
tioD, and etoady flow of ingeniouB and pleaaiQ^ thought, we know not 
wbwe to find them nirpaaied. While spahog himself no Ubour, }ii Pat- 
toTHD eierta hie utmoat ekill to ure Isbouc to the reader. His wntiiia la 
perfeetly luoid, and ii accompanied by a glow of ioMitflnatiTB Src. Oaa 
talenteihibitodlDnreperfiHtioDbyllrPattanonia thie.that heisnTisit 
other lamls in the pigM of trarellen' booki, and give such vivid desorip- 
tioDa of what he ua found withio the boards that you feel certain he 
painti from tight. He depicts aoenea of another hsmlipherc to the life. 
. . . Sncb i( our honest opimon of thii able and eloquent book. It i* 
at once a magaiine of infoimatloD and a gymnaMum for thonght. 

Satindkir Bniaw. 
Hr Pattanon ia a really oaltivated and aooomnliihed man, who hai read 
and thought mach on the subjects about whii^ be writes. . . . We 
hare said enon^ lo show that the preaent volume will repay penual. 

ninrtnted Loid«B Vfwa. 
These Eeoays are from the pen of ths author of a very remarkable woA, 
entitled "The Kew Bevolutioa; or, the NapoleoDio Policy in Europe," 
which attracted attention soon aftor ita publioatioD, owing to the singular 
fulfilment of cert^n predictions which it contained. The present work Is 
altogether of a different mould, and ranged through suoh a series of subjeota 
that one rather wondon at meeting with a man so various as the auMior. 
There are about the Essays all the marks not only of a thorough acquaint- 
ance with tbeir respaotive anhjeots, but a spirit and a lone which show that 
the author is writing from his own inipiiations. 

Xeme Cwtamponlu. 
Uii Tif sentiment de labeautd— un langaga animi, color^ parfoii iyriquc 
— des aperfus eouvent ingAileux, OTCtent uq charme r^l h oes asquisaea. 
Ia valsuT {^Doipale du livre de U. Patterson, oependant, noussemble Btre 
dans sa paiiie plua patiim,—diuia les Euayt si ttudifis et li flfgamment 
fcrits sur I'ethnognphle de I'Europe, sur la vie natlonale en Chine, et par- 
ticuliirement dans deux etudes sur 1' Inde, qui prennentpresque la moiti^ 



La mdlleure preore que H. Patterson a 6>A bien inipirf en pabliaDt oes 
Riiaii, o'eat qiTil nous a int^ressds k des travaui triis varia. Cost en 
dorivant dVne mani^re staahante que i'auteur nous conduit de rEurope 
am Indes, dee bords du Oange en Cbine, de I'empire du Milieu it I'ila 
d'Utopie, — ou qu'il uoui fait remontor am temps i^ flonssoit Ninive la 
puisnnte et Babjlone U granda,— qu'll noua fait assister ensuite aui jobtes 
oratoires do Qrtce, ou i no coagr6a imaginairt^ mais modeme, daa Arts. 
. . . DiioDi sn passant anx economistes et aui atatisticiens, que lea 
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r HIStORT AKD ART, 



chiflM D* nunrnxflnt pai abaohmwDt dana In articla* da U. l^Ut 
maid iU aoat si bisn amsnaj, et emplojA arac taot ds diaoamamoit 



In ths midit of the {nunsDie mua of works pnbUdud on HtatovT and 
Art, Hr Pattanos'a book in a refreahing oani fat the miad. Tbiem Emmj* 
are dtatingiiiabsd alike hj tlieir pnfoiuid keamlng and hj the origiiMlitj 

Ur PattareoD'i Kua^ od '■ The National life of China " i( bji far tbe best 
Ttnmt and tiiTd'B-eire tlaw of the hictor; of China tliat we have jM ooaaa 
ficrou. Indaad thersia Dbthingor the kind elaewbere Vith which it tma 
be compared ; and we oordiallr aommend it to all thoaa who nail; dean 
to make tbemaelTea acquuutad with the hiatorj of China and the ehanctcr 
of it« national life. 

DabUa Vardir. 

Thesa EMayi are the production of a hamiilj-ooiutitatsd inteUeet — &r- 

•eelng:, ooraprehansiTo, unprejudiced, lucid, manr-dded, riohlj inforiDed. 
. . . While the book is mre to be woloomed by the Artist and the 
Pbiloaopher, it cannot fail to ba asoeptabte to every olaxi of tntallipeot 
rsadan, owing- both to the interesting nature of the topics, and to the cImt 
and finished *tyle in which the information ia conveyad. We 1uk*e hkd 
■noh reflnad and elevated plettaureinreadingtheaeEnays wdoesnottAtaii 
fall to the lot of the critic. . . . Hr Putaraon ii a man of rare powvn 
of mind, and his work is well worthy of an honoured place mnmag tbe 
chiueeit Toluinea in tlie libnry of peraoni of tuta and emditioD. 



llwcnbjectatreatedof are varied, and all intereatinff in thamelrai, while 
.1. 1_._. _.j ..._. _. „nBf^ attantion from the telidtoua mode in 



th<7 claim a 
which they ai 



d anddisp 



B form almoat a 



daslgD, there 1* msnifeatad a Sna play of ipeculatlve philDsophr, whiefa, 
without Esttering by dogmatic rule*, leads directly to praobcJ reonlta. 
The author of tbasa £s«iyi is obriously weU ikilled in thoas peculiar ils- 
menta of thonght which enable a man to take a oompreheiuiTe Tie* of 
artistic oompoaitiim. Shakeapaan aayi of Camiiu, with lelliDg I4>titiide of 



and with somewhat of a similar aptneaa of remaric. It may be mid of Hr 
Patterson, he lodci quite through the compoaitlon of an utistiB woik, and 
to ■ nioaty can tell how ftur it ifrrees or diaagreea with the phikaopUc 
oanma of true art. More than this, he poMeww * dngnlar and plauing 
faoilitv in diea^og hi* views so as to present them to the mind's eje 
— i4i._,.Un_ .nj c^ue. . . . The Tolumo will foim a TalnaWe •oqui- 

Chartih Rsd WaM Barlaw. 

Hr Patterson has long been well Imown In the woHd of jonmsliim m aa 

aooompliehed and el^uit writer. The presant ooUeotlon of Essays lasti- 

fise to Uie jottiMatsuaharepresentatioiijMidtiiMVOTCrdisfilajttlw^d* 
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nun* of hia knowledge end the inperioiiCy of hii judgmenL HIb preTiona 
wa» upon the NepoleiHiio Policy in Europe — though Kmestetjdeae of aeuta 
rseeoimig, eitd e model for the wiitiiig of m pohtioal tnctate— geve hU 
nadeia do naeon to expect the knowledge pooeoed by the euthor In 
.AethetiM, w well h tn ttie le^known fieldi of HLM017. Hr PMtenon 
mayterta eaeu illiHtiatioii of e theory wbioh wo ere inolinedto nuintaln — 
Ditmely, that the eoundset potitinl kiiowledg:e it moet Ukelj to e:dirt in 
ooDJiuurtion with e refloed tute nod a broad gieneial culture, 

KUnbBiKlL CoonBt. 
Hr httMrara^a Emya are the reaulU of tbought and (tody; and bii 
vduma 1* well worth the penml of readine men. Ell beat quality Ib a 
comprebenaJTWuee wpoww of grupipg & tubleotua whola, which prorea 
Uin to hare not only a aoond but a wide InteUect. The piuMn bring to- 
gether within a briu compaM a very remarkable amount ol knowledge and 
BpeaUBtJon ; and the accomulatea atore ii lighted up by an actiTe and 
IfTely fknoy— » that in bet, 111 ve li noUiing heavy in the book, even when 
the suljeot Is of the hoBTieit. 



In hia generalliatlona of hlatotr, Uf Pattenon diiplayi eztenriva kiiow- 
ladgs and much grasp of thought. . . . Hia Ibite ia imtty hard Uioa^t 
and hiatorioal genenuieation. 

The Bcottldi Praia. 

Hr nittoraoE is a writer of unusual depth and brlUiaooy ; and he poa- 

aaawa tJie power of rewoducing his thoughts in new forma, and In clear and 

eloquent langiuge. His penetraljou and rest nuiee of information, hji 

flne appnioiaUDn, hia enlarged and genial aympatUee, and aboTS all—at 

least as ngards efFant — hia rich, rclIiDg, and ~ " " 

style, render him a writer of rare attraotiona, u 

bim a plaoe second to none of oiu- popular autaon. . . . une point 
hu eepecially impr o — o d ua — the extent and deBnitenesa ot the autbor'a 
information. Thia is asen in crery page : in almoct every aentenoe there 
oomea in some &ct or inddeot or allusion whlcl) illuitratea the pa^, and 
pertu^ Ukrows a flood of light on aome important question or prerioualy 
beclouded oiroumstanoe. . . . Hr Pattenon hs4 invested History with 
a living Intertat, and Art with a living beauty. . . . In the esaay on 
« Raaf and Ideal Beauty," Hr Pattaraon combats the Aeuciation theory 
in Art with a power and an aloquenoe which all will acknowledge. Tfaa 
Enay readi like a poem, — with this addition, that it ia full of &ota, and 
bean the stomp of a phUoecphical and logioal miud. We bave met with 
DO TBcent critio who can repreeent Art in suoh tangible and attractive 
forms, and wbo in ita diaouaaion evInBea aach rational and enlighteoied 
appieoiatdon. 

AynUra Xzpnu, 

A thoughtful, edifying, and ennobling volume. Hr Pattenon ia none of 
those perftaiMtory Utoratsan or-all-work. ueefU enough in their way, but 
wiUi no pretenijona to culture or aoientific exactitude, who 10 indostrloaaly 
and ingniiously get up what ia known aa the "padding" of the magaiines. 
A man of fine natural powers, developed by praotioa and diaidplined by 
bard study, he tieata even lubjeot he undertabeo with a eoiudonmeas ra 
atnuzth refreahingW tree from presumption and dogmatiim. Before you 
have Men long in his company, you are fionatrained to feel that you are 
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ra curioBitj, you waodor ipto 
thsregioDii of HutoriaddiaqiiiajtiDi) to find that them your UsDtoruhim- 
■alt, ood bu the fwraHy ot matiag jon, quits u much at horaa. • • 

So much ibr ths ipeoalatlre department of the volume. The practical has 
OTOD stroDger claitoa on oar attentlori and apprOTal. Our author hai tha 
rare facuHy of applying hii eitaiuLTe reading to Krent purpoee, and of oon- 
duotina; an hirtorioal narratiTe Id mich a way that the reflections inter. 
sperHed do not mar its continuity or detract from the g;eiiera1 effect. Hia 
I papers on India aud China are Diatit«rly ia the eitrame, affording a Sne 
and Informing glimpM of the peculiaritiea of these two soloaaal ompirea. 
Indeed wo da not know where lo mnob valuable matt«r relating- to tbe 
ouitoms and reoeat ohaoge* In boUi can be found compreand within the 



A valuable book. Mr Patterson {■ ana of a olaaa of writsn which is not 
inoreaaing. He bring! to hla vork an amount of oareful study aeldam 
found in Ukeaa timee. His Eaaiyi are not daahed olF, like the prodiio- 
tions of the soene-p^ntar, to obann for an idle hour; but are like the worka 
of thone old biiitdera who nerer foi^ot that they were building for alt tima. 
He is a workman of the highest daaa. Like the granite workor? of Aber- 
deen, he may not get on so fast as his brethren in the atucoo department; 
but then hia material carries an eiquiai'to polish, and laitfl forever. Bober 
thought and aocumtc information, eipreased with a quiet, chasto elegance, 
are the great attritions of these 1^^ The reader feels that the praajiat 
ii a scholar, a thinker, a man of fine mtallect, of amaiiog information, of 
ndefttigable industry, and of the most cultivated tastes. It is rare Uiat 
a writer so leanied exhibitn bis learning with so muoh grace of manner, — or 
that one so thoughtful olotbes his thoughts with bo much elegance of ei- 
prassioD,— or tbat one labouring amid auoh an embarraaning; wealth cf facta 
as ho evidently has at command can with such a poetic play or fancy adorn 
his work. There is a fervid, gushing eloquence in all the papers where the 
nature of the subject admlls of the author giving tbe reins to bis iniHgina- 
tion. Hia Essays have all the attractions of Oiose Greek temples, with 
whose hannonious proportions, vast strength, enduring Bubstimtielity, and 
elegant decoiations he ia in Icve. 
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NEW GENERAL ATLAS. 
DEDKUTEO Bl SPECIAL PERMISSHII TO HED HJUESTT. 

THEROYAL ATLAS 

HODEBN aEOaSAFHT. 

D adthbhtic hafs. 



Imperial Folio, halt-boand In ri 



" Mo on* can iDDk tbrnugti Hr Ksltli JnhiiMon'ii mw Attu wltboM leelng tlut 
it lg the heat vhkh hu ever been publMied Inthli cnuotry."— IV rin<<. 

■' Ottbe rainy ooblo Btlueii prewreil by Mr Joboiton anil pabUahed bv Uutn 
BUckiTOfld A Suns, this Rajtl Atlu will bi> Ibe moat naeful to tlie pabUc, nsd 



liift^ — ^ctfunfiy HevUie. 

" TtiBcnlmlnjitfonnf all«ttompl8 tn (lepicl tho f«rH of the wiirW appeara in the 
Royal Atlaa, tlian whluh it la Impoaalble to oonoelTe aojUilDg tnoraperfeut." — 
Mombiff Htnld. 

" Thia is, bevDni qTieetion. the moHt aplendid aod liimirtoni, ea well aa tha 
most useful and nuniplete, of all eilaliog atlaaea."— (luantfm. 

'* Tbare baa not, we believe, been prodaced for general pnblto dee a body of 
main eqiul In beauty and caniple1ene» to the Royal Allaa Joal looed by Ur 
A. K Johiiaton."— Einiaiiwr. 

■' An almost daily reftrenio to, and comparlaoii of It with othen, alnce the 
publication of the firat part aome two years agn until Dow, enablea ra to aay, 
wlttanut the allgfateat h'altattau. that tlHa is bji Du the moat complete and au- 
thratlo aUa« Uuit bM yet beco laajied."— ^eMnuut. 
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RECENT PUBLICATIONS. 



A TALK AOBOBB AFBIOA; or, Domestic Bcohm from 

KT Miut JoDOHiL. Br J. A. O-BAUT, Captain H.H. IndfoH Armj. 
In Ons Volume. 1Gb. 

THE BOOK OF BAUiASS. 
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aod CrowqailL Eighth Edition. 81. 6d. 



QAZTONXAKA ; A Baries of Enays on LiA, Uteratnn, 

USD Mi,iiHiBB. Bjr Bir E. Bccina Lyttok. Two Voluinea, post 

8va, 21i. 

OEOSaE EXJOTS NQTraiA 

Cheap Editiaiu. Eaoh Id One Volume, 6a. 
ADAH BEDE. 

THE HILL ON THE FLOSS. 
SCENES Of CLEBICAL LIFE, iJ(D SILAS UARNGB. 

GHBONIOLES OF OABLIKOFOBD. 

L 8ALEM CHAPBL. One Voliime, 6k 
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